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The Republican party has 
declared unequivocally for 
the gold standard by a very gratifying 


Financial. 


majority at the convention. The Dem- 
ocratic party, from the outlook, will 
probably declare just as unequivocally 
for 16 to 1. The country will thus have 
the benefit of a clear-cut issue, the bat- 
tle of the standards will be on, and each 
citizen wili have the choice of voting for 
one or the other of two distinct and 
clearly defined propositions. If every 
voter would study and clearly compre- 
hend his own individual interests as af- 
fected by the adoption of one or the 
other of these standards, the result 
would be overwhelmingly in favor of the 
honest dollar; as it 1s, while the politi- 
cians and demagogues may mislead 
many, safe reliance can be placed upon 
the sober, common sense of a large ma- 
jority of the American people, to vindi- 
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cate at the polls in November, the only 
honest standard, 

The standard of value is the main 
question to be set at rest; that of bank- 
ing and currency reform is subordinate, 
and is destined to await a final verdict 
upon gold and silver before adjustment. 


pa oe ong An interesting question has 

Courts. been decided by the Ap- 
pellate Division of New York Supreme 
Court, in a suit brought by Louis 
Blanck against Frank X. Sadlier, re- 
ceiver of the property of Cassidy & 
Adler. The question involved is 
whether the purchaser of property sub- 
ject to a mortgage, is entitled to repudi- 
ate the transaction because the mort— 
gage which he has agreed to assume 
turns out to be specifically payable in 
gold; on the theory that at maturity, 
gold may be at a premium, and the pur- 
chaser thereby charged with the burden 
of paying an additional amount to that 
originally stipulated. A majority of the 
court deny the purchaser’s right to re- 
scind the contract. The facts are as 
follows: 

Last June Mr. Blanck bought for 
$19,700 the property No. 138 West 133d 
street, subject to a mortgage of $16,000, 
bearing five per cent. interest and hav— 
ing five years torun, He subsequently 
sued to recover the money he had paid 
on the ground that the mortgage was 
payable in ‘‘gold coin of the United 
States of America of the present stan— 
dard of weight and fineness,” He urged 
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that this provision, that had not been 
announced before the sale, imposed an 
additional burden upon the property. 

The controlling opinion of the Appel- 
late Division is written by Judge Ingra- 
ham, who says: 

‘‘The laws of the United States make 
gold and silver dollars legal tender, but 
only such gold and silver as has been 
coined into money bythe United States. 
Since the resumption of specie payment 
by the United States in 1879, it has 
been declared to be the policy of the 
government to maintain at an equality 
all of the various kinds of money which 
have been made legal tender for the 
payment of debts. Such having been 
the declared policy of the United States, 
and all contracts made having been 
based upon such declared policy, that 
the various kinds of money which have 
been made legal tender for the payment 
ot debts are of legal value, a court can 
hardly assume that the government of 
the United States will reverse its policy, 
and, by a debasement of its currency or 
repudiation of its notes and obiigations, 
justify and approve a repudiation of 
obligations and contracts entered into 
in pursuance of its laws, relying upon 
its declared policy. 

‘*This plaintiff was entitled to a con- 
veyance of the property purchased, sub- 
ject to a mortgage of $16,000, Whether 
that mortgage was specifically payable 
in silver dollars of the United States, 
gold dollars of the United States, or 
legal tender notes of the United States, 
imposed no additional burden upon the 
owner of the property, so long as each 
was maintained by the government at 
an equality. And, although the relative 
value of the amount of metal coined 
under the laws of the United States in 
silver and gold dollars may have 
changed, such change has not aifected 


and cannot affect the real value of the 
dollar so long as the government, in 
which, by the constitution, is vested the 
power to coin money, preserves them at 
an equality and gives to each the equal- 
ity that has been maintained since the 
government of the United States as- 
sumed to coin money. 

“It cannot with certainty be said that 
on January 30, 1899, gold will be ofa 
greater intrinsic value than silver. 
There is no evidence in the case that at 
the present time either metal has a 
greater intrinsic value than the other; 
and we know of no principle upon which 
the court can take judicial notice of the 
comparative intrinsic values of the two 
metals, any more than of the value of 
any other article of commerce.”’ 

Judges O’Brien and Rumsey con- 
curred in this decision. Presiding 
Judge Van Brunt and Judge Williams 
dissented. Judge Van Brunt said: 

‘*‘When I contract to pay for property 
I may pay in any legal tender. WhenI 
take subject to an obligation I may as- 
sume that I can discharge it in any kind 
of legal tender.”’ 


The Bond The sub-committee of the 

Inquiry. Senate Committee on Fi- 
nance appointed to investigate the re- 
cent government bond issues, after sit- 
ting in Washington and New York, and 
examining the parties of the first and of 
the second part to the contract for the 
sale of bonds, have about concluded 
their labors of examination, No new 
facts, unknown to the general public, 
have been developed, for the simple 
reason that all the facts connected with 
the issue have long been public pro- 
perty, If we liken the government to a 
bank, with congress for the directory 
and the president and secretary of the 
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treasury analogous to president and 
cashier, we have the case of a bank 
which has issued some $500,000 of de- 
mand notes, created a reserve fund of 
one-fifth in gold for their redemption, 
and by law established it as the policy 
of the bank that the notes shall be paid 
in gold. The president and cashier are 
charged with the duty, by their oaths, 
of faithfully executing the law; and yet 
when a run sets in on the bank and the 
president and cashier, sorely tried as to 
how the law shall be observed and the 
credit of the bank maintained, turn to 
the directory of the bank for relief, the 
latter body, instead of rendering assist- 
ance, set to quarreling among them- 
selves, and leave the executive to their 
own resources. Then when the latter, 
in a masterful manner, consummate an 
arrangement with a body of bankers by 
which the gold to maintain the reserve 
and preserve the bank’s credit is ob- 
tained, the directory, instead of passing 
a resolution of thanks to the executive 
and to those whose timely assistance 
has placed the country under a debt of 
gratitude, harbor pretended misgivings 
and make sinister insinuations of jobs 
and treachery, culminating in a com- 
mittee to investigate, and follow up 
their hallucinations of fraud. 

The history of the gold reserve and 
of the measures necessary to maintain 
it, affords strong reason for the govern- 
ment’s retirement from the banking 
business. In time of prosperity, all is 
well; but in time of mistrust and runs 
upon the bank, it has been demonstrated 
that the Congressional directorate is 
entirely inadequate for the emergency. 


‘The Gold Reserve The ‘‘Journal of Political 


and Confidence. Economy” for June, pub- 


lished by the University of Chicago, has 
an editorial note upon the subject of the 
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gold reserve as a barometer of public 
confidence, which we take the liberty to 
reproduce. The editors say: 

‘**The treasury gold reserve, when re- 
plenished by the last issue of $100,000, - 
ooo of bonds. was raised to $128,000,- 
ooo, and this amount would have been, 
under ordinary conditions, sufficient to 
establish some kind of certainty as to 
the maintenance of the standard. At 
the time of the issue of the March 
Journal the country was enthusiastic 
over the successful sale of bonds and 
the supposed offer of a sum of gold 
which was over $550,000,000 (or the 
amount of the subscriptions). At that 
time, attention was called to the real 
significance of the events connected 
with the bond sale. It was said that 
the real test of success must be sought 
for in an actual allaying of doubt as to 
the certainty of the gold standard, as 
evidenced by a renewal of the payment 
of customs duties in gold by New York 
banks. If bankers in the United States 
became confident of gold payments 
they would willingly let their gold go 
out, sure of its return in the ordinary 
course of payments. The bond sale and 
the replenishment of the gold reserve to 
$128,000,000 could be said to have had 
the desired effect, only if it restored 
confidence in the certainty of gold pay- 
ments for the future 

“It is needless to say that this effect 
has not been produced by the bond sale, 
The regular decrease of gold in the 
treasury reserve which has gone on for 
three months has not been rapid, but it 
has been sufficient already to lower the 
amount to $110,000,000, Any serious 
gold exports for a week or two would 
again bring the reserve to the $100, 000,- 
ooo limit; and we should again have 
all the old nervous symptoms of distress 
in trade and the loan market. The facts 
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are evidence that the renewal of discus- 
sion about free coinage of silver in the 
presidential campaign is helping to con- 
tinue the distrust which is likely to exist 
until some decisive event settles the 
issue once for all. The best barometer 
of public confidence at home in the 
stability of gold payments will be the 
character of the receipts for customs 
duties. If these are again largely paid 
in gold, the question may be regarded 
as settled for the present in the judg- 
ment of the most watchful and conserva- 
tive business men of the country. Until 
this comes about the country may ex- 
pect to find any active recovery of in- 
dustry postponed.” 





Indorsements. A number of clearing 
houses have recently passed resolutions 
excluding from their exchanges, checks 
and other items bearing restrictive in- 
dorsements, unless all indorsements are 
guaranteed by the collecting bank. In 
one city, Chicago, there is no provision 
for guaranty, and absolute exclusion is 
the result. The decisions upon the 
effect of restrictive indorsements as 
exempting banks collecting thereunder 
from responsibility for genuineness we 
collected in the February Journal; an 
in this number our readers will find an 
article upon the general subject, in 
which the various resolutions are 
brought together and compared, and 
their effect on banking practice dis- 
cussed, together with certain legal 
questions generated by the new mode 
of procedure, 


Vari ; 

a The attention of readers 
is invited to the various 

legal decisions upon banking matters 

published in this number. In the ma- 


jority of cases that come under our no- 
tice we merely statethe points of de- 
cision, with abstract of the opinion, as 
brevity is a desideratum with the active 
banker. We have alsorecently adopted 
the plan of classifying the decisions 
under the states in which rendered, to 
enable the reader in any state to readily 
lodk for anything new in his own state, 
and making it optional for him to re- 
view the decisions rendered in states 
other than his own, We aim to make 
the Banking Law Department complete, 
and to present the cases each month in 
the form of highest utility to the 
banker. None can deny that these de- 
cisions disclose experiences in banking 
transactions very necessary to be noted 
in the conduct of banking, and we think 
that every reader should make it a prac- 
tice to look over the law department 
each month, 

We publish in full a decision by the 
supreme court of New York upon the 
subject of usury by private bankers in 
the state. It is shown that they stand 
on the same footing with the national 
and state banks, and that the law of 
1892, although dropping them from the 
usury section, did not alter the law. Io 
connection with the decision, we pub- 
lish an article showing the distinction 
between ‘“‘private’” and “individual” 
bankers in New York, how the latter 
came to be created, and that under 
present conditions the statutory “indi- 
vidual” banker is numerically a very 
small quantity. 

An important decision by the supreme 
court of Arkansas upon the subject of 
banker’s lien and its extent, is published 
in full for the benefit of our readers in 
that state. There will also be found an 
interesting decision by the appellate 
court in Illinois, the essence of which is 
that a check made payable to one as- 








EDITORIAL. 


suming the name of another, in the be- 
lief that the payee is the person named, 
is binding on the check-drawer where 
the bank pays to the impersonator, 
whose indorsement of the assumed name 
is not a forgery. In such case the check 
is paid to the precise person intended by 
the check-drawer. 

The general reader, looking over the 
notes of cases published, will note the 
Colorado decision as to holding an in- 
dorser, and regret that the law is not 
uniform in all the states tothe effect 
that anindorser is absolutely liable upon 
due demand and notice. In the District 
of Columbia case, he will learn that it is 
futile for a bank to attempt to make an 
arrangement with its notary for a di- 
vision of fees. The notary is entitled 
to all, and may recover the entire 
amount from the bank notwithstanding 
his agreement to divide. 

The banker in Illinois will note the 
rule laid down by the supreme court 
upon an important point in banking 
practice—the surrender of a bill of 
lading upon acceptance and before pay- 
ment of atime draft. Also a decision 
involving the acquiring of title to a 
check and the right of the holder to sue 
the drawee bank thereon; and a de- 
cision as to the diligence required in the 
presentment of a bill of exchange. 

Kansas is largely an agricultural state, 
and the bankers there lend much money 
upon chattel mortgage security, In the 
present, as in past issues, will be found 
the latest state decisions upon this class 
of security, as well as other decisions in 
commercial law.. So also in Michigan, 
Missouri, Nebraska and Washington, 
In Massachusetts the supreme court has 
rendered a decision concerning the val- 
idity of a notarial certificate of protest; 
and interesting and important cases 
will be found from several other states. 
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In the Miama (Kansas) 
Republican of June 19, 
we observe the following: 


Inaccuracy of 
ews. 


A Bank TRAGEDY. 


NEw YORK, June 16.—R. R. Moore, cashier of the 
Bank of New Amsterdam, this afternoon shot the 
president of the bank, George W. Wyckoff, and then 
shot himself, 


We douht if Mr, Moore will be pleased 
to see his name thus substituted for the 
assassin, Semple. Seriously speaking, 
there is no excuse for such a gross mis- 
take as this, which is calculated to do 
much injury to an innocent person. A 
telegraphic dispatch service whose news 
is so absolutely false and inaccurate is 
worse than none at all. 


= - 


Elsewhere we publish the 
text of an act passed by 
the legislature of Massachusetts, ap- 
proved June 5, 1896, to abolish days of 
grace on commercial paper, except sight 
drafts, to take effect January 1, 1897. 
The existing statutes expressly provide 
for days of grace upon drafts payable at 
sight, and the provision that the new 
law shall not be applicable ‘‘to any 
draft or bill of exchange drawn payable 
at sight,” will have the effect of preserv- 
ing grace as to this class of commercial 
instruments, while abolishing it as to. 
all others. In this respect Massachus- 
etts stands anomalous among all the 
states that have hitherto abolished 
grace; the abolition in all others having 
been complete and not partial, If thereis 

any business need or necessity why the 
drawee of a draft payable at sight 
should have three days’ grace before 
payment of the money, the necessity 

could always be met by the insertion of 
three days in the body of the draft, and 
it is to be regretted that Massachusetts, 

in enacting this legislation, has not 


Days of grace in 
Massachusetts, 
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fallen into line with all the other states 
that have passed such laws, and given 
the commercial community the great 
benefit of uniformity, 
Preferences in In- We publish elsewhere the 
solvent National 

Banks, opinion of the supreme 
court of the United States, which re- 
verses the New York Court of Appeals, 
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and declares that the statute of New 
York giving savings banks a preference 
in the assets of insolvent banks, is in- 
applicable to national banks, being in 
contravention of the provisions of the 
national bank act providing for ratable 
distribution. The opinion is an instruc- 
tive document, of interest to all engaged 
in banking. 


IN MEMORIAM, 


The Bank of New Amsterdam—At a 
meeting of the Board of Directors held 
this day the following resolutions were 
unanimously adopted: 

On June 15, 1896, George H. Wyckoff, 
president of this bank, while sitting at 
his desk in the offices of the bank, was 
shot and mortally wounded by astranger 


who attempted tu extort a sum of money. 
On June 20, 1896, from the wounds so 
inflicted, he died. 

Mr. Wyckoff was born in this city in 


1839. From his boyhood he devoted 
himself to the business of banking, and 
for twenty years served as cashier of the 
New York County Bank. In 1888 he 
became vice-president of the Garfield 
National Bank, which office he occupied 
until May, 1895, when he accepted the 
presidency of this institution. In his 
administration of this office he success- 
fully fulfilled all the pledges of his past 
career. To us, his fellow-directors, his 
sterling qualities, his energy, industry, 
devotion, and integrity, inspired the 
fullest confidence. To all his business 
associates he became a friend by his 


courtesy and candor, endearing himself 
by the kindness and generosity of a 
character which was never more con- 
spicuously-displayed than when in the 
ambulance he turned to the assassin, 
saying: “Why did you shoot me? I 
never did anything to you. May God 
forgive you.” And further when at the 
hospital he directed the attending sur- 
geons to give their first care to relieve 
the sufferings of his slayer. 

Therefore be it resolved, That this 
board testify to their appreciation of the 
high character and services of one who 
at the outset of his career as the chief 
officer of this board, while reaping the 
harvest of alife of devotion and toil in 
the performance of his duty and at his 
post, was prematurely cut off by a bullet 
at the hand of an assassin. 

And beit further resolved, That these 
resolutions be spread upon the minutes 
and a copy thereof be sent to his family 
as atribute from the members of this 
board to the memory of their associate 
and friend. 

New York, June 23, 1896. 
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RESTRICTIVE INDORSEMENTS. 


Indorsements Generally.—Indorsement 
is a method by which negotiable paper, 
payable to order, is transferred by the 
holder to the indorsee. Commercial 
necessities have evolved various kinds 
of indorsements. (1) Indorsement in 
full where the indorser designates the 
name of an indorsee to whom, or to 
whose order, the money is to be paid. 
{2z) Indorsement in blank, where no in- 
dorsee is mentioned; it consists, gener— 
ally, simply of the name of the indorser 
written on the back of the instrument, 
and the instrument is payable to whom- 
soever may hold it. (3) Indorsement 
without recourse, whereby the indorser 
exempts himself from liability to in- 
demnify the holder upon dishonor, 
{4) Conditional indorsement, wherein 
the indorsement is coupled with some 
condition, (5) Restrictive indorsement, 
where the holder deputes the indorsee 
to be his agent in collecting the paper. 

Indorsements in full, in blank, and 
without recourse, pass title to the in- 
dorsee. 

Restrictive Indorsements.—Where the 
indorser uses the words ‘‘for collection,” 
‘for account,” ‘‘for my use,” or other 
equivalent expression indicating that 
the money is to be collected by the in- 
dorsee for the indorser, the indorsement 
is restrictive and does not pass title to 
the indorsee, but creates him a mere 
agent, with authority to collect; the 
property in the paper remains with the 
indorser, its further negotiability is re- 
stricted, and the indorsement itself is 
notice to this effect.* 


*“Tfie natural construction of such a form of words 
is that it implies a mere authority to receive the 


Utility of Restrictive Indorsements. —Res 
Strictive indorsements came into vogue 
as a means of protecting the indorser 
from loss of the paper or its proceeds, 
through the default or misconduct of 
the agent entrusted with its collection. 
The numerous ways in which commer- 
cial paper, indorsed unrestrictedly by 
the owner, to a bank of deposit or dis- 
tant correspondent, may be lost to him 
by reason of the indorsee’s failure or 
breach of trust, are perfectly well known 
to bankers and need not be elaborated. 
The unrestrictive indorsement conveys 
title, either actually or apparently. 
Paper may be indorsed in blank and 
deposited in a bank, which fails, It de- 
pends upon the particular facts, whether 
the indorser obtains the full amount, or 
is held to be a mere creditor, entitled to 
dividends only. In many cases, the lat- 


money called for in the instrument for the use of the 
indorser himself or according to his direction. It 
therefore vests a mere agency in the indorsee and 
shows that he, at least, did not give a valuable con- 
sideration for the bill or note and is not therefore its 
absolute owner. It follows trom this that the restric- 
tive indorser, in creating such an agency, did not in- 
tend to pass the title to the indorsee, but rather to 
retain it in himself. And hence, there being no inten- 
tion to transfer. the instrument cannot be negotiated 
through the indorsement. The restrictive indorse- 
ment operates as notice both to the persons called 
upon to pay the instrument and those who might ac- 
quire it after the indorsement, as purchasers.”’ Nor- 
ton, Bills & N., p. 123. 

“These and similar restrictive words indicate that 
the indorsee is merely an agent to receive the money 
and that he paid no consideration for the paper, as a 
purchaser would not intelligently accept such an in- 
dorsement. The indorsee in such a case can only 
collect the money; he cannot sell or hypothecate the 
instrument for his own benefit, nor can he hold the 
indorser liable to himself. The restrictive words of 
the indorsement give notice of the trust engrafted 
upon it, and ifthe indorsee passes it off for his own 
debt,or in any other manner violative of the trust, the 
transferee would take it subject to the trust.’ 
Daniel, Instr., sec. 698. 
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ter has been the result. Paper may be 
indorsed in full by a bank to its cor- 
respondent, the real object of the in- 
dorsement being to enable the indorsee 
to collect. The correspondent fails. 
Similar questions as to right to paper or 
its proceeds arise between the transmit- 
ting bank and the receiver of the cor- 
spondent. Or, the correspondent may 
have transmitted the paper to a third 
bank, creditor of the correspondent, on 
general balance at the time of the lat- 
ter’s failure, Here, the original bank’s 
right tu paper or proceeds may be very 
much endangered by the third bank’s 
claim of set-off. Then cases exist, where 
the correspondent commits a breach of 
trust by hypothecating the paper in- 
dorsed to him unrestrictedly, but for 
which he has given no value,and wherein 
he has no rights other than to collect and 
pay over, 

The numerous instances in which 
paper, unrestrictedly indorsed, or its 
proceeds, has been thus lost to the 
indorser, have led to the growth and 
prevalence of the restrictive indorse- 
ment, whereby the indorser retains 
ownership, makes the indorsee his agent 
merely to collect, without title or right 
to further negotiate, hypothecate or use 
the paper to swell his credit balance 
with his own correspondent, and gives 
notice to the world to this effect. + 


+“ As to the manner of placing a bill, note or check 
in bank for collection, it is always better to indorse it 
specially to the bank, with the restrictive words ‘for 
collection’ superadded. These words are a clear in- 
dication that the indorser does nut intend to bind 
himself by his indorsement, or to part with his legal 
title to the proceeds of collection. They prevent the 
danger which would arise from the loss or mis- 
appropriation of the paper if it were indorsed in 
blank, and by showing that the indorser only con- 
stitutes the bank his agent for collection. it forestalls 
any difficulty in accounting between subsequent 
banks.”’—Daniel, Neg. Instr., Sec. 336. 

**Concerning rights between banks, the importance 
of this precaution is often exhibited where one bank 
claims a lien upon the securities, really or ostensibly 
another’s, for balances or advancements.”’ Id., § 337. 
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sVon-Responsibility of Restrictive In- 
dorsee.—But while the effect of a restric- 
tive indorsement is that the indorser re- 
tains title and the indorsee is merely an 
agent, a further effect, until recently 
unseen, is that the restrictive indorsee, 
as agent, is not responsible for the gen- 
uineness of the paper indorsed, It is 
an established proposition of law that 
an indorser of negotiable paper warrants 
its genuineness, but the courts in a series 
of recent cases* have held that the in- 
dorsement of one, who collects a check 
or draft under a restrictive indorsement, 
imports no such guaranty, and if the 
check collected turns out to be forged, 
or prior indorsements forged, unauthor- 
ized or irregular, so that payment by 
the drawee bank is not chargeable to its 
depositor, such paying bank has no re- 
course upon the agent collecting under 
a restrictive indorsement, after the lat- 
ter has paid over the money to his prin- 
cipal, but its recourse is confined to the 
payee or such parties antecedent to the 
collecting agent, who, having received 
the paper under unrestrictive indorse- 
ments, by their own indorsement guar- 
anty its genuineness. 

Remedial Resolutions — New York.— 
The proposition that it is essential to 
the safety of a bank in paying checks 
drawn upon it, that it should have re— 
course upon the immediate collector in 
case of forgery or other defect, is axio- 
matic in banking practice. The latter’s 
financial responsibility is known, and 
solely in reliance upon his sponsorship 
or guaranty that everything is all right, 
can the check be safely paid; for it is 
utterly impracticable for the bank of 
payment to look beyond him to judge 
of the genuineness or authority of prior 
signatures, or of the financial responsi- 





*See BANKING LAW JOURNAL, February, 1896, p. 75, 
et. seq. for a complete collection of these cases. 
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bility of parties antecedent in case re- 
payment is necessary. Where the col- 
lector is an indorsee under an unrestric- 
tive indorsement, his responsibility as 
guarantor always has and yet exists. 

With the advent of the new doctrine 
that a restricted indorsee is an irrespon- 
sible, non-guaranteeing collector, so 
that in case of forgery or other defect, 
the bank of payment would have no 
recourse upon him, but would lose the 
money paid, unless able to recover from 
the payee or some prior party whose in- 
‘dorsement was a guaranty, came the 
mecessity for a change in the practice of 
‘check collections, to eliminate the risk 
arising out of restrictive indorsements. 
The New York Clearing House, the 
banking center most largely affected, 
took the initiative, and after a full year’s 
consideration, finally adopted a plan to 
remedy the evil. Following is a copy 
of the resolution adopted early in June, 
1896. 

‘*Resolved, That on and after the first day of 
July, 1896, members of this association shall not 
send through the exchanyes any checks, sight 
drafts, notes, bills of exchange, or other items 
having thereon any qualified or restrictive in- 
dorsement, such as ‘for collection’ or ‘for ac- 
count of,’ unless all indoisements thereon are 
guaranteed by the bank member of the associa- 
tion sending such checks, drafts, notes, bills of 
exchange, or other items. 

‘Any such items sent in violation of the above 
requirements shall be returned directly to the 
member from whom they were received, and 
shall in all respects be subject to the regulations 
contained in section 15 of the constitution of the 
New York Clearing House Association.” 

A general form of letter was also re— 
commended to be sent by the New York 
banks to their correspondents, making 
known the resolution and suggesting 


the necessary action thereunder, as fol- 
lows: 
New York, ——, 1896. 


Dear Sir: We call your attention to the in- 
_ closed resolution, passed by the Clearing House 
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Association, ata recent meeting, by which you 
will see that on and after July 1, 1896, all 
checks, drafts, notes, bills of exchange, or other 
items sent through the exchanges, must be free 
from all restrictive indorsements. 

In this connection, we suggest to our corres- 
pondents, in order to avoid inconvenience and 
delay, that they examine carefully the prior in- 
dorsements on all paper remitted, before for- 
warding the same, Should there be any of a 
restrictive character, such as referred to in the 
circular, it will be necessary under the resolu- 
tions to atiach not only your stamp of indorse- 
ment to this bank, but also your stamp guaran- 
teeing all previous indorsements. 

If, however, none of the previous indorse- 
ments are restrictive, your simple stamp, ‘‘Pay 
to the Bank, of the city of New York, or 
order,” with the name of your bank and cashier 
subscribed, will be sufficient. 

Yours very truly, 





———, Cashier. 


Same— Boston.—In Boston, the Clear— 
ing House on June 12, 1896, adopted a 
resolution similar to that of New York, 
naming July 1 as the date of operation, 
and adopted a similar form of circular 
letter, with a postscript added: “We 
shall af once adopt the unqualified form 
of indorsement ourselves on all items 
we send to our correspondents, and 
would be pleased to have you and your 
correspondents also adopt that form at 
once, so that after July 1 next there 
may be no items received here with any 
qualified indorsements thereon, thereby 
interfering with and delaying their col- 
lection,” 

Same—Chicago.—In Chicago, the fol- 
lowing circular letter issued by the 
banks, shows the action taken: 


ekbendndeane Bank, of Chicago. 
Cuicaco, IIll., June 12, 1896. 
DEAR Sir: The purport of the late decisions 
of the courts, is that when a draft or check is 
indorsed ‘‘for collection” or ‘‘for account of,” 
the form of indorsement carries notice that the 
party collecting is a mere agent of the indorser 
to collect, hence the agent is under no liability 
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to repay the amount collected after he has paid 
the same over to his principal. 

The consequent action of the Clearing House 
Associations of New York and Chicago makes it 
advisable for the banks of Chicago to notify 
their correspondents of their action in regard to 
such restrictive indorsements. 

The members of the Chicago Clearing House 
Association have unanimously agreed that ‘‘on 
and after July 1, 1896, members of this associa- 
tion shall not send through the clearing house 
exchanges any checks, drafts, notes, bills of ex- 
change, or other items having thereon such in- 
dorsements as ‘for collection’ or ‘for account 
of,’ or any other qualified or restrictive indorse- 
ment, but that all indorsements shall be in the 
following form: 

POF CMisdcccsccceccecs or order, 
or indorsed in blank, stamped or signed in the 
usual manner.” 

In this connection we suggest that, in order 
to avoid inconvenience and delay you examine 
carefully the prior indorsements on all paper 
remitted before forwarding the same. 

Should there be any of a restrictive character, 
such as referred to in this circular, it will be 
necessary to have an unqualified indorsement 
in place of the restrictive one. 

Very truly yours, 
———, Cashier.” 


Same—‘t. Louis.—In St. Louis, the 
following circular has been issued by 
the manager of the clearing house for 
use by the banks: 


St. Louis Clearing House, 
518 Chamber of Commerce, 
St. Louis, June 15, 1896, 


At a special meeting of this Association held 
to-day, the following preamble and resolutions 
were reported by the Committee of management, 
and unanimously adopted 


In view of the recent decision of the Court of 
Appeals of the state of New York concerning 
restrictive or qualified endorsements, itis deem- 
ed proper that this Clearing House Association 
should take action in the premises, not only for 
the protection of its members, but for the pro- 
tection and information of all parties dealing 
with them; it is therefore 

Resolved: That on and after the first day of 
July, 1896, members of this Association shall not 
send through the exchanges any checks, sight- 
drafts, notes, bills of exchange or other items 
having thereon any qualified or restrictive en- 
dorsement, such as ‘‘for collection” or ‘‘for ac— 
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count of,” ‘‘for deposit,” ‘‘for credit of,” etc., 
unless all endorsements thereon are specially 
guaranteed by the bank, member of the asscci- 
ation, sending such checks,drafts, notes, bills of 
exchange or other items. 

Any such items sent in violation of the above 
requirements shall be returned directly tothe 
members from whom they were received, and 
shall in all respects be subject to the regulations 
contained in Sections 9 and 12 of the Constitu- 
tion of the St. Louis Clearing House Associa- 
tion. It is also 

Resolved: That our manager be instructed to 
embody the foregoing in circular form, and fur- 
nish the members of this association with any 
desired number of copies of same, with request 
that they be promptly and freely distributed 
to their customers. 

E. CHASE, 
Manager. 


Same — Philadelphia.—The following 
circular issued by the Philadelphia 
Clearing House illustrates the action 
taken in that city: 


Clearing House Association of the Banks 
of Philadelphia. 
PHILADELPHIA, June 22, 1896. 
Ata special meeting of the association held 
at 12:30 p. m. this day, to hear the report of 
committee regarding the matter of restrictive 
indorsements, the following was unanimously 
adopted: 


‘*Resolved, That Rule XVII.of the rules of the 
Clearing House Association be amended by 
adding the following provision: 

“On and after the first day of July, 1896, 
members of this association shall not send 
through the exchanges any item having thereon 
any qualified or restrictive indorsement, such as 
‘for collection,’ or ‘for account of,’ or words of 
similar import, unless all indorsements thereon 
are guaranteed by the member of the associa- 
tion sending such item; and the official stamp 
of the bank sending such item indorsed thereon 
shall be considered as such guarantee. 

‘*Resolved, That the following circular letter 
to be sent by the members of this association is 
hereby approved: 

“The — National Bank of the City of 

Philadelphia. 
‘*PHILADELHHIA, June —, 1896. 


**DEAR Sir: We call your attention to the an- 
nexed resolution, passed by the Clearing House 
Association, at a recent meeting, by which you 
will see that on and after July 1, 1896, all checks, 
drafts, notes, bills of exchange, or other items 
sent through the exchanges, must be free from 
all restrictive indorsements. 

‘In this connection, we suggest to our deposi- 
tors and correspondents, in order to avoid in- 
convenience and delay, that they examine care- 
fully the prior indorsements on all paper remit_ 
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ted, before forwarding the same. Should there 
be any ofa restrictive character, such as referred 
to in the resolution, it will be necessary under 
the resolution to attach not only your stamp of 
endorsement to this bank, but also your guar 
antee of all prior indorsements thereon, which 
guarantee will arise from affixing your stamp 
‘Indorsements guaranteed.’ 

‘‘We advise that hereafter only unqualified 
indorsements be received and sent, and in such 
case your simple stamp ‘Pay to the ——-— Na- 
tional Bank of the City of Philadelphia or 
order,’ with your name orthe name of your 
bank and cashier subscribed will be sufficient. 

Yours very truly, 
———, Cashier. 


‘Resolved, That Rule XVII. of the rules of 
the Clearing House Association be amended by 
adding the following provision: 

“On and after the first day of July, 1896, 
members of this association shall not send 
through the exchanges any item having thereon 
any qualified or restrictive indorsement such as 
‘for collection,’ or ‘for account of,’ or words of 
similar import, unless all indorsements thereon 
are guaranteed by the member of the associa- 
tion sending such item, and the official stamp 
of the bank sending such item indorsed thereon 
shall be considered as such guarantee.” 

WILLIAM H. RHAwN, Secretary. 


Effect of Restrictive Indorsement Resolu- 
tions. — Other clearing houses have 


adopted resolutions upon the subject, 
but the above are sufficient for the pur- 


poses of this discussion. The general 
tendency and effect of the resolutions 
will be to largely minimize the use of 
the restrictive indorsement in the trans. 
mission of paper for collection, and sup- 
plant it with indorsement of an unre- 
strictive character. As seen by the cir- 
culars sent out by clearing house banks 
to their correspondents, the use of only 
unrestrictive indorsements is recom— 
mended, and many of the country banks 
have issued instructions to their deposi- 
tors to use an unrestrictive indorsement 
to the bank in making deposits of their 
paper.* The clearing house banks in 
the cities are pursuing the same course 
they are recommending to their corres- 
pondents, and in transmitting their own 





*See, for example,circular issued by the First Nat. 
Bank of Cumberland, Md., elsewhere in this number. 
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paper to correspondents, are using in- 
dorsements of an unrestrictive char— 
acter, It is not to be expected, how- 
ever, that the restrictive indorsement 
will be wholly done away with. Its 
utility as a means of preserving title 
and as a precaution against loss of pro- 
ceeds, will make its use desirable in 
many cases where it is not thought safe 
to entrust the indorsee with the apparent 
proprietary interest conferred by an un- 
restrictive indorsement, 

Raised or Altered Checks.—Of the five 
cities whose resolutions have been 
quoted, Chicago only absolutely ex- 
cludes from the clearings, paper which 
bears restrictive indorsements. In New 
York, Boston,St, Louis and Philadelphia 
members are prohibited from sending 
through the exchanges, paper with re— 
strictive indorsements ‘“‘un/ess all indorse- 
ments thereon are guaranteed by the bank, 
member of the association sending such 
checks,” etc: The italicized clause 
in New York, Boston and Philadel- 
phia is in identical language. In St, 
Louis it is the same, except the words 
“specially guaranteed” are used, In 
Chicago, however, there is no clause for 
guarantee of such paper, and it is ab- 
solutely excluded. It is thus seen, that 
while in the four cities named the ten- 
dency of their resolutions is to minimize 
the use of restrictive indorsements, they 
are not absolutely excluded from the 
clearings, and paper containing them 
may go through providing it bears the 
guaranty of a// indorsements by the col- 
lecting member. But as this provision 
for guaranty does not cover forgery or 
alteration of the amount, or date, in the 
body of a check, payment to a bank col- 
lecting under a restrictive indorsement, 
although such bank guaranteed the in- 
dorsements, would be at the same peril 
to the bank of payment as formerly, so 





366 


far as the body of the check is con- 
cerned. 

Guaranty of indorsement by collecting 
agent, The provision for guaranty bya 
bank collecting under a restrictive in- 
dorsement, of all prior indorsements, 
found in the resolutions of the cities 
named, is omitted in Chicago for the reas- 
on, we understand, that the question is 
thought to be debatable and unsettled, 
whether the officer of a bank has a legal 
right to so guarantee such indorsements 
and whether in case of contest a bank 
could be held. 

The question whether it is within the 
power of a national or other incorpor- 
ated bank, through its authorized offi- 
cial, to make a binding contract of 
guaranty of the genuineness of commer- 
cial paper in which it has no proprietary 
interest, but as to which it is only an 
agent to collect for the owner, is one of 
great interest, and becomes of much 
importance now that guaranties of this 
character have been provided for and 
are destined to play no inconsiderable 
part in banking practice. It is an es- 
tablished proposition that a corporation 
cannot lend its credit or bind itself as 
accommodation maker or indorser. But 
the guaranteeing of another’s paper 
which it is employed to collect, is not 
exactly a lending of credit. It has been 
held that the making of collections is 
within the powers of a bank, and that 
the temporary use of the money col- 
ected, be it long or short, a sufficient 
consideration to make the bank respon- 
sible for negligence in collecting. With- 
out attempting here an enumeration. of 
all the propesitions involved, the impor- 
tance of the question merits a careful 
legal article especially devoted to it, 
which we trust to have ready for publi- 
cation in the July number. 

Indorsements in Blank—The general 
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recommendation of form of indorse- 
ment by country banks to their clearing 
correspondent is that in place of the 
restrictive indorsement they shall make 
an indorsement in full, as follows: ‘‘Pay 
to Bank, or order.” In Chicago 
the recommendation is that the indorse- 
ment shall be either in full, ‘‘Pay to 

or order,” or ‘tin blank,” In view of 
the possible use of indorsements ‘‘in 
blank” upon items sent through the 
mail, a word of warning is not inappro- 
priate, that an indorsement ‘‘in blank” 
is a very unsafe indorsement upon any 
paper entrusted to the mails. Such an 
indorsement makes the paper payable to 
bearer, and if paper indorsed in blank 
is missent through, or stolen from the 
mails, there is danger of loss to the 
owner, through the ability of the finder 
or thief to collect under such indorse- 
ment, or negotiate to a bona fide pur- 
chaser, The same warning is applicable 
to paper indorsed by the payee ‘‘in 
blank” and deposited with his bank, for 
collection at another place. Even 
though the bank makes an indorsement 
in full to its correspondent, the line of 
cases must not be overlooked, which 
hold that “‘if a bill or note be once in- 
indorsed in blank, though afterward 
indorsed in full, it will still, as against 
the drawer, acceptor, maker, payee, the 
blank indorser and all indorsers before 
him, be payable to bearer, though as 
against the special indorser himself, 
title must be made through his in- 
dorsee.§” Some lawyers hold that the 
only effect of these cases is to relieve a 
subsequent holder from the necessity of 
proving all subsequent indorsements in 
making title to, and recovering upon 
the instrument, and that the existence 
of an indorsement in full, after an in- 


§Daniel, Neg. Inst. Sec. 696 and cases cited. 
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dorsement in blank, would be such no- 
tice as would prevent a subsequent pur- 
chaser from acquiring good title from, 
or a drawee bank from making a valid 
payment to, any holder other than one 
deriving title through the special in- 
dorser; but as this question is not free 
from doubt, the existence of the rule 
cited should lead to a requirement that 
all indorsements by depositors of paper 
deposited in banks, necessitating trans- 
mission through the mails for payment 
at other places, should be to the order 
of the bank, and not in blank. 

What Indorsements are Restrictivee—The 
Chicago Clearing House having abso- 
lutely excluded paper bearing restrict- 
ive indorsements, and other clearing 
houses having excluded such paper, un- 
less guaranteed by the collecting bank, 
the inquiry is pertinent, what indorse- 
ments are restrictive? In four of the 
five resolutions of clearing houses quoted 


herein, indorsements ‘‘for collection” 
and ‘‘for account” of the indorser, are 
specifically mentioned as being restrict- 
ive; in the fifth, St. Louis, indorsements 
‘for deposit” and ‘‘for the credit of,” 


are additionally specified. The follow- 
ing forms of indorsement most frequent- 
ly met with in banking practice, will be 
considered: 

Indorsement ‘‘for collection.” Is a 
restrictive indorsement, “It does not 
transfer the ownership of the note or its 
proceeds,” Sweeny v. Easter, 1 Wall. 
166, 173. 

Indorsement ‘‘for account,” is also 
restrictive. “It does not purport to 
transfer the title of the paper, or the 
ownership of the money when received.” 
White v. Nat, Bank, 102 U. S. 658, 661. 

Indorsement ‘“‘for my use.” Held, 
restrictive, Wilson v. Holmes, 5 Mass, 
543. 

‘‘Credit my account.” This form of 
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indorsement is held restrictive in Lee 
v. Chillicothe Branch Bank, 1 Bond, 387 
(Fed. Cases, 8186). 

‘*Pay to P or order only” is restrict- 
ive. The effect is to “restrain negotia- 
bility.” The indorsee is ‘‘agent only,” 
Power v. Finnie, 4 Call (Va.) 411. 

“For deposit;” ‘‘for deposit to the 
credit of.” These are very common 
forms of indorsement, and their con- 
struction as passing title, or being re- 
strictive, has not been uniform. In Beal 
v. City of Somerville, 50 Fed, 647, the 
words “for deposit” were held restric- 
tive and not to pass title to a check to 
the bank, so as to prevent the depositor 
from recovering its proceeds, collected 
by the receiver after failure In Free- 
man v. Exchange Bank, 87 Ga. 45, the 
words ‘‘for deposit to the credit of” 
were held to be restrictive and owner- 
ship remained in the depositor; so that 
his creditor was enabled to garnishee 
the proceeds in the hands of a bank to 
which the paper was sent for collection, 
as being the depositor’s property, and 
not that of the bank of deposit, which 
had transmitted the paper for collection, 

On the other hand,the words “for de- 
posit” were held, in Bank v. Miller, 77 
Ala. 168, to pass title to the bank, where 
the attendant circumstances showed a 
course of making deposits, entry as 
cash in the pass book and drawing 
checks against such deposits, in the ab- 
sence of a different understanding. 

Also in Ditch v. Western Nat. Bank, 
Maryland Court of Appeals, March 15, 
1894, a divided court (three justices 
dissenting) held that the words ‘‘for 
deposit to the credit of” passed title 
to the bank, thereby permitting a sub- 
sequent bank which received the paper, 
to apply it upon an indebtedness of the 
bank of deposit to it, to the exclusion 
of the depositor. 
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In the face of this difference of judi- 
cial view, the only safe course for the 
banker is to regard such ‘‘for deposit” 
indorsements as restrictive in all cases, 
and not rely on the fact that occasion 
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ally they may be held to pass title so as 
to make the bank of deposit and subse- 
quent indorsees in full, apparent owners 
and, as such, implied guarantors of 
genuineness. 


HISTORY OF MODERN BANKS OF ISSUE. 


No more valuable contribution has been made 
to the currency discussion that is now going 
on than that supplied by Mr. Charles A. Conant, 
late candidate for Congress from the 8th Mass- 
achusetts district, and now the Washington cor- 
respondent of the New York ‘“‘Journal of Com- 
merce,” in his ‘‘History of Modern Banks of 
Issue,” published by G. P. Putnam’s Sons. 
There are widely different opinions entertained 
as to what should constitute the paper currency 
of a people. There are those who are advocates 
of whatis known as the ‘‘currency principle” 
of circulation, that is, paper money such as that 
issued under the law governing the circulation 
of the Bank of England. which regards bank 
notes or government notes as performing the 
functions and possessing substantially the char- 
acter of actual money; while there are others 
who are the supporters of the ‘‘banking prin- 
ciple,” by which bank notes are regarded as 
similar to other commercial paper and their 
volume as properly subject to business require- 
ments, and to these alone. Mr. Conant is a 
supporter of the latter theory. He is strongly 
in favor of repealing whatever restrictions may 
exist in this country which stands in the way of 
what is known as ‘‘free” banking. The text 
upon which he bases his argument is, first, that 
bank notes are not money; and, second, that 
they are a form of credit, and are of sub- 
stantially the same nature as bills of exchange, 
promissory notes and checks, and, except for 
popular use, convenience and security, should 
receive from the government the same treat- 
ment that bills of exchange or checks receive, 
that is, should not be interfered with in the 
least. 

There are, of course, the limitations that have 
been referred to, of popular use, convenience 
and security, and on these grounds, but on 
these alone, Mr. Conant believes that there 
should be official supervision extended so far as 
to compel the various banks, before they are 


permitted to issue notes, to conform to certain 
regulations which experience in this and other 
countries has shown to be necessary to insure 
confidence and guarantee safety. 

What Mr. Conant endeavors to establish is 
that there is a distinct difference between gold 
and paper money. The first is, no doubt, a 
medium of exchange, but its chief value and 
function, judged of in the aggregate of trans- 
actions, is simply its service as a standard of 
value. It is, to use the familiar illustration, the 
yard stick or the bushel by which exchanges 
are to be measured, for, as is well known, in 
the every day affairs of life, transactions involv- 
ing hundreds of millions of dollars may and do 
take place upon a gold standard between men 
who from one year’s end to the other never 
take in or pay out a gold coin. The bank note 
represents in a country, where a gold standard 
prevails, the credit that its possessor has for so 
many grains of gold. Its security is based, not 
upon the value of the gold, which is simply a 
means of measuring the credit, but, as Mr. 
Conant insists, upon all transferable com- 
modities. 

Each producer or income receiver, from the 
day laborer to the great capitalist, comes into 
possession, from time to time,of acertain amount 
of credit as measured in value by grains of 
gold. This credit he wishes to use for his sus— 
tenance or enjoyment, or in the procurement of 
material productions, In order to make these 
exchanges of credit, so that the shoemaker may 
have in credit for his shoes what the laborer 
lately obtained for his work, or the cotton 
planter may have for his cottun the credit that 
the manufacturer recently obtained as the re- 
sult of profitable production, these paper evi- 
dences of credit are found to be the best 
mediums, whether they take the form of checks, 
bills of exchange or bank notes. Provided the 
exchange is fairly made, that the value of credit 
represented is actually transferred from one 
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party to the other, it is in every way more con- 
venient than if these transactions required the 
direct and immediate intervention of gold. 

The transfers effected by the use of checks or 
other instruments of credit than bank notes are 
much more important in volume than those in 
which bank notes play a part. Mr. Conant 
quotes Prof. Dunbar in the statement that, of 
the entire circulating medium of this country, 
the former form incomparably the greater, 
though the least considered, part. Depending 
for their efficiency solely upon convention, and 
issued as well by private as by corporate banks, 
they for the most part elude the regulations 
which legislatures so industriously enforce upon 
the other constituents of currency. 

If individuals and banks are thus permitted, 
without let or hindrance, to put out evidences 
of credit in the way of bills of exchange and 
check paper promises to pay, which are, to all 
intents and purposes, the same as bank notes, 
since toa larger degree than bank notes they 
take partin the business of exchange, why, it 
may be asked, except for the purposes of con- 
venience and security, should restrictions be 
placed upon this last named, other but corres- 
ponding, evidence of indebtedness? Mr. Con- 
antinsists that the advantages of a banking 
currency—and this includes all forms of paper 
evidences of indebtedness—is found in the 
economy and convenience of making payments, 
in the adjustment of volume of currency to 
business conditions, in the promotion of bank- 
ing facilities and of the use of instruments of 
credit, and in the adherence to a fixed metallic 
standard of value. 

He points out how, through the medium of 
the clearing houses, business operations are 
carried on which involve in their aggregate 
hundreds or thousands of millions of dollars, 
with an ease and celerity that would be ab- 
solutely impossible if the ground was taken, as 
it logically should be, by the supporters of the 
that bills 
should be the only paper evidences of indebted- 
ness used in the transfers of credit. He insists 
that currency should be the handmaid of com- 
merce rather than the instrument of public 
power; that a government paper currency has 
rarely been issued to promote the convenience 
of commerce, and has seldom contributed to 
thatend. Bank paper, he says, is based upon 
business transactions and is limited by their 
demands. Government paper is based upon ‘the 
will of the state and is limited only by its neces- 


government currency, government 
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sities. The almost invariable rule of govern. 
ment paper issues is that one begets another, 
until the entire volume exceeds the legitimate 
demands of business, upsets values and goes 
beyond the reach of restoration to the metallic 
standard. In other words, it is not business 
conditions that adjust the volume of currency, 
but the needs of the government or the financial 
theories of one or another of the political 
parties. 

Quoting from a French authority on the ad- 
vantages of a banking currency as a means of 
promoting banking facilities, he says: ‘‘The 
power of creating bills has this great advantage, 
that it permits a bank to be born, and this is 
the important point for small towns, far from 
great centres where the channels of circulation 
of the large banks fail to penetrate. These 
promises to pay give a new activity to ex- 
changes and place a new capital at the disposi- 
tion of every one, the rate of interest tends to 
falland even the intensity of crisis is dimin- 
ished.”” The failure of the people of this coun- 
try to realize the force of these conditions ac- 
counts, in Mr. Conant’s opinion, for a large 
part of the present silver heresy. He shows 
that, while in Massachusetts the banking power 
per capita is $328, and in New York $208, in 
Arkansas the banking power per capita is but 
$6.90, in Alabama $7.49 and in South Dakota 
$21.83, thus indicating that the poverty of the 
means of carrying out business transactions is 
one of the chief reasons why the people of the 
South and West turn so readily to the belief 
that the government should supply them with 
a larger volume of currency through the free 
coinage of silver. 

Of course, the one essential condition of a 
sound currency, as he insists, is its redemption. 
in gold ondemand. This is the touchstone and 
proof of the equality of paper with coin, and of 
the maintenance of the standard of value. A 
banking currency is usually subject by law to 
the condition of coin redemption, but this is by 
no means always the case with the government 
paper currency. He says even a limited issue 
of paper is maintained at par by government 
with much greater difficulty than by well regu- 
lated banks. The reason is fundamental. 
Governments have no quick assets. The advo- 
cates of government paper money are fond of 
declaring that a national currency is based on 
the aggregate wealth and credit of the entire 
nation; but they miss the purpose of currency 
and of banks of issue. It is not wealth in the 
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abstract which currency must represent, but 
quickly negotiable wealth. The essential ques- 
tion in regard to government paper money is 
not whether the government and people have 
wealth, but whetherthe government is equipped 
with negotiable assets due to a banking busi- 
ness. Mirabeau missed this distinction in urg- 
ing the issue of the assignats upon the French 
Assembly when he declared: 


‘They represent real property, the most secure of all 
possessions—the land on which we tread. Why isa 
metallic circulation solid? Because it is based upon 
subjects of real and durable value, as the land which 
is directly or indirectly the source of all wealth. 
Paper money, we are told, will become superabund- 
ant. It will drive the metallic out of circulation. Of 
what paper money do you speak? If of a paper with- 
out solid basis, undoubtedly. If of one based on the 
firm foundation of land property, never. 


It was a plausible argument, and if it was a 
sound one, the French paper money should not 
have depreciated below par, because it did not 
fora long time exceed in volume the value of 
the national domains which were pledged as its 
security; but the assignats fell until they were 
worth one thousandth part of their face value. 

Few governments, Mr. Conant insists, have 
quick assets beyond the actual coin in their 
vaults, while a well-managed bank has assets 
of the form of commercial paper and securities 
in excess of all its liabilities, both to note- 
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holders and depositors, of which all but a small 
percentage can be quickly turned into cash, 
The government, on the contrary, has simply 
the public property and power of taxation; but 
custom houses and highways, field guns and 
ironclads are not assets that can be quickly 
marketed or put up as security upon which to 
borrow money, while the power of taxation is 
even less efficient as a security fora banking 
business. He also shows that the United States 
treasury, if all of its financial operations of re- 
ceipt and disbursement are viewed as banking 
transactions, handles during a year, less than 
one-fifteenth of the average quick assets of the 
banks of this country, and an infinitely smaller 
proportion of their gross receipts. 

In support of the general principles which he 
has laid down, Mr. Conant gives an exceed. 
ingly entertaining and instructive account of 
the banking operations of England, Scotland, 
Ireland, Germany, Austria, Hungary, Canada 
and other less important countries. He reviews 
the various financial crises that have occurred, 
and shows how to quite an extent they were 
the result of an obvious violation of the general 
principles he is endeavoring to maintain. As 
will be seen from what has been said, his book 
is one of exceptional merit, and deserves, and 
we think will receive, the study of those who 
are interested in this exceedingly important 
subject.—O. H., in ‘‘Boston Herald.” 


* CREDIT INSTRUMENTS. 


Comptroller of the Currency Eckels 
has addressed letters to all the banks, 
clearing houses and trust companies, in- 
quiring as to the amount of gold, silver 
and paper money deposited on a given 
day, and the amount of checks, drafts 
and orders deposited. He has asked of 
each the nature of the deposits of retail 
merchants, wholesale merchants and of 
all other depositors, He also asks: “Is 
it customary in your community to pay 
wages by checks?” and “‘ Are wages as 
a rule paid weekly or monthly ?” 

The banks are requested also to tell 


the number of their depositors, the total 
of deposits, and the cash on hand. This 
cash statement is expected to show the 
amount of gold coin, gold certificates, 
silver dollars, fractional silver, silver 
certificates, treasury notes, United 
States notes, currency certificates, and 
United States bank notes. These state- 
ments are all to be made on the settling 


day nearest July 1. The chief purpose 
of this inquiry is to collect information 
about the use of credit instruments and 
to learn to what extent checks are em- 
ployed in conducting the business of the 
country, 





The Penalty for Usury as to them the same since the Revis.c. of 1892, as before. 


An interesting decision of the supreme 
court at special term in Brooklyn, will 
be noted to theeffect that notwithstand- 
ing the revised Banking Law of 1892 
dropped “private bankers” from the sec- 
tion prescribing the rate of interest and 
fixing a penalty for usury similar to that 
imposed by Congress upon the national 
banks, yet, as the corresponding (2) sec- 
tions in the former law which included 
“private bankers’ are expressly exempted 
from repeal, private bankers remain sub- 
ject to the same law as to usury (forfeit- 
ure of interest only) as applies to incor- 
porated banks and individual bankers, 
and are not relegated to the more severe 
penalty prescribed by the general law of 
the state, which imposes forfeiture of 
both principal and interest, Justice Gay- 
nor in rendering the decision says: 

‘“‘The act of 1892 being restricted to 
banking associations and individual ban- 
kers authorized and controlled thereby, 
I can see no object in thus keeping alive 
the said two sections of the act of 1882, 
unless to continue to private bankers the 
immunity against forfeiture of the prin- 
cipal under the general usury laws, for 
in all else the said sections are fully in- 
corporated inthenewact. Togivesuch 
immunity to money lenders who choose 
to call themselves private bankers and 
refuse to subject themselves to public reg- 
ulation and supervision while subjecting 
to such forfeiture all individuals who do 
not thus dub themselves, seems strange; 
but it has to suffice with the court that 
the legislature has so enacted.”’ 

The object of the legislature in continu- 
ing private bankers on the same footing 


with incorporated and‘‘individual”bank- 
ers so far asthe penalty for usury is 
concerned, and not subjecting them to 
the more severe general penalty imposed 
upon persons not engaged in banking, 
does not seem so strange when the facts 
are lookedinto. Of the several hundred 
unincorporated persons and firms en— 
gaged in the banking business in the state 
of New York, ¢hree only are ‘‘individual” 
bankers; all the rest are engaged in 
business as ‘‘private” bankers. They 
constitute an important banking class, 
and conducting the same business it 
is natural that they should be on the 
same footing as to interest and usury, 
with the incorporated banks, 

The “individual” banker,as a distinctive 
statutory creation, sui generis, isnot a suc- 
cess under present conditions. He had his 
birth inferentially, in the year 1838, out 
of the general banking law of that year, 
and by name specifically two years later, 
in two acts passed in 1840. In those 
days the issue of circulating notes was 
an important branch of thebusiness, and 
it is to be inferred that the term “indi- 
vidual” banker was coined chiefly to 
distinguish a person who engaged in 
banking under the act for the purpose of 
exercising the privilege of issuing notes 
from a mere private banker who had not 
the power of note issue. The precise 
statutory definition of an individual 
banker is furnished by the banking law 
of 1892: 


‘‘The term ‘individual banker’ when 
so used, means a person who has com— 
plied with the requirements of law, and 
is authorized by the banking department 
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to engage in the business of banking, and 
is subject to the supervision of the su- 
perintendent of banks and the banking 
law.” 


But the days of state bank note issue 
are now over, and without the ability 
to exercise that privilege, there is no 
incentive for the private banker to be- 
come an “individual” under the act. It is, 
indeed, rather pitiful to see with what 
solicitude the New York legislature, in 
its re-enactments and revisions of the 
statutes governing banks and banking, 
retains and republishes the obsolete pro- 
visions of law governing the issue of 
circulating notes, with the same tender 
fondness that characterizes the elderly 
maiden in the preservation of the tear- 
Stained missives of early youth. At 
present such statutes are a dead letter 
and are likely to remain so; and the el- 
aborate provisions concerning the ‘‘indi- 
vidual” banker fall in the same category. 
They are not availed of by the private 
bankers of the state for the reason that 
no advantage is to be gained by becom- 
ing an ‘‘individual”’; and it seems some- 
what of a farce to perpetuate these pro- 
visions, when not in touch with existing 
conditions. 

A suggestion arises as to the rate of 
interest on call loans, as affected by the 
Banking Law of 1892. By Chapter 
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237, Laws 1882, 


‘In any case hereafter in which ad- 
vances of money, repayable on demand 
to an amount not less than $5,000, are 
made upon warehouse receipts, bills of 
lading, certificates of stock, certificates 
of deposit, bills of exchange, bonds, or 
other negotiable instruments pledged as 
collateral security for such repayment, 
it shall be lawful to receive or to con- 
tract to receive and collect as compens- 
ation for making such advances, any sum 
to be agreed upon, in writing, by the 
parties to such transaction.” 


it is provided: 


It will be observed that this act men- 
tions no specific class of lender; it covers 
all. This provision is incorporated as 
section 56 of the Banking Law of 1892, 
and therein is restricted to banks and 
individual bankers. The language is: 
ss * * Any bank or individual banker 
may receive or contract to receive,” etc. 
But as chapter 237 of the laws of 1882 
has not been repealed, the conclusion is 
obvious that the authority to take any 
rate of interest agreed upon in such cases, 
is still conferred upon all lenders, and 
does not become an exclusive privilege 
to the incorporated banks of the state 
and the three ‘‘individual” bankers 
whose lonely names stand prominent in 
the reports of condition periodically 
issued by the state bank superinten- 


RAILROAD REOQRGANIZATIONS. 


In our financial column will be found 
a notice to holders of general first mort- 
gage and land grant bonds of the Nor- 
thern Pacific R. R. Co., showing that 
a majority of the bonds have come in 
under the plan of reorganization, fixing 
June 30 as the limit of time for deposit 
of bonds, and reducing the basis of con— 
version for bonds thereafter deposited 
from 135 to 132 per cent, 

A notice to the holders of Norfolk & 


Western, Roanoke & South ra and 
Lynchburg & Durham securities is also 
published by the Reorganization Com- 
mittee to the effect that over 9734 per 
cent. of bonds and 87 per cent. of stocks 
having been deposited, further deposits 
will not be received except at the dis- 
cretion of and on terms imposed by, the 
Committee; also fixing July 6 as the 
limit for the payment of the third in- 
stalment of $3 per share. 
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THE IMPOTENCY OF STATE LAWS TO CREATE PREFERENCES IN 
THE ASSETS OF INSOLVENT NATIONAL BANKS. 


Opinion ot the Supreme Court of the United States, through Mr. Justice White, rendering decision that the 
provision of the New York banking lawthat debts duesavings banks by an insolvent bank shall be preferred, 
is repugnant to Rev. Stat. Secs 5236. 5242, requiring the assets of an insolvent national bank to be distributed 
ratably among the creditors, and is therefore inapplicable in the case cfa national bank. 


National banks are instrumentalities 
of the federal government, created for 
a pubiic purpose, and as such necessar— 
ily subject to the paramount authority 
of the United States. It followsthatan 
attempt by a state to define their duties 
or control the conduct of their affairs is 
absolutely void, whenever such attempt- 
ed exercise of authority expressly con- 
flicts with the laws of the United States, 
and either frustrates the purpose of the 
national legislation or impairs the effici- 
ency of these agencies of the federal 
government to discharge the duties for 
the performance of which they were 
created. These principles are axiomatic 
and are sanctioned by the repeated ad- 
judications of this court. 

The question which the record pres- 
ents is, does the law of the state of New 
York on which the savings bank relies 
conflict with the law of the United 
States upon which the comptroller of 
the currency rests to sustain his refusal? 
If there be no conflict, the two laws can 
co-exist, and be harmoniously enforced; 
but, if the conflict arises, the law of 
New York is, from the nature of things, 
inoperative and void as against the dom- 
inant authority of the federal statute. 
In examining the question it is well to 
put in juxtaposition a summary state- 
ment of the federal and state statutes. 
The first directs the comptroller ‘from 
time to time, after full provision has 
been made for the refunding to the 
United States of any deficiency in re- 
deeming the notes of such association, 


* * * to makea ratable dividend 


of the money paid overtohim * * * 
on all such claims as may have been 
proved.” The second—the state law— 
directs ‘‘the trustee, assignee or receiv— 
er” of ‘‘any bank or trust company 
which shall become insolvent” to apply 
the assets received by him “‘in the first 
place to the payment in full of any sum 
or sums of money deposited therewith 
by any savings bank, but not to an am- 
ount exceeding that authorized” by 
law. 

It is clear that these two statutes cover 
exactly the same subject matter. Both 
relate to insolvent banks; both ordain 
that the right of preference on the one 
side and the duty of ratable distribution 
on the other shall only result from in- 
solvency; both cover the assets of such 
banks coming, after insolvency, into the 
hands of the officer or person authorized 
to administer them, It is equally cer- 
tain that both statutes relate to the 
same duty on the part of the officer of 
the insolvent bank, The one directs the 
representatives to make a ratable dis- 
tribution; the other requires, if neces— 
sary, the application of the entire assets 
to payment in full, by preference and 
priority over all others of a particular 
and selected class of creditors therein 
named. We have, therefore, on theone 
hand, the statute of the United States, 
directing that the assets of an insolvent 
national bank shall be distributed by the 
comptroller of the currency in the man- 
ner therein pointed out; that is, ratably 
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among the creditors. We have, on the 
other hand, the statute of the State of 
New York giving a contrary command. 
To hold that the state statute is oper- 
ative is to decide that it overrides the 
plain text of the act of congress. This 
results not only from the fact that the 
two statutes, as we have said, cover the 
same subject matter and relate to the 
same duty, but also because there is an 
absolute repugnancy between their pro- 
visions; that is, between the ratable dis- 
tribution, commanded by congress, and 
the preferential distribution directed by 
the law of the state of New York. 

The conflict between the spirit and pur- 
pose of the two statutes is as pronounced 
as that which exists between their un- 
ambiguous letter. It cannot be doubted 
that one of the objects of the national 
bank system was to secure, in the event 
of insolvency, a just and equal distribu- 
tion of the assets of national banks 
among all unsecured creditors, and to 
prevent such banks from creating pref- 
erences in contemplation of insolvency. 
This public aim in favor of all the citi- 
zens of every state of the Union is man- 
ifested by the entire context of the na- 
tional bank act. 

In Cook County National Bank v, 
United States, 107 U, S. 448, speaking 
through Mr, Justice Field, the court 
said: ‘‘We consider that act as consti- 
tuting by itself acomplete system forthe 
establishment and government of na- 
tional banks, * * * Everything es- 
sential to the formation of the banks, 
the issue, security, and redemption of 
their notes, the winding up of the insti- 
tutions, and the distribution of their as- 
sets, are fully provided for.” 

In National Bank v. Colby, 21 Wall. 
613, 614, the court said: 

“As to the general creditors, the act 
evidently intends to secure equality 


among them in the division of the pro— 
ceeds of the property of the bank * * 
The fifty-second section, further to se- 
cure this equality, declares that all trans- 
fers by an insolvent bank of its proper- 
ty of every kind, and all payments of 
money made after the commission of an 
act of insolvency, or in contemplation 
thereof, with a view to prevent the ap-— 
plication of its assets in the manner pre- 
scribed by the act, or with the view to 
the preference of one creditor over an- 
other, except in the payment of its cir- 
culating notes, shall be null and void, 
There is in these provisions a clear 
manifestation of a design on the part of 
congress—First, to secure the govern— 
ment for the payment of the notes, not 
only by requiring, in advance of their 
issue, a deposit of bonds of the United 
States, and by giving to the government 
a first lien for any deficiency that may 
arise on all the assets subsequently ac— 
quired by the insolvent bank; and, sec- 
ond, to secure the assets of the bank 
for ratable distribution among its gen— 
erai creditors, This design would be 
defeated if a preference in the applica— 
tion of the assets could be obtained by 
adversary proceedings.” 

Nearly 25 years ago (in September 
1871) the secretary of the treasury sub— 
mitted to the attorney-general of the 
United States the question of whether 
the ratable division provided for in the 
act of congress, deprived the United 
States, as acreditor of an insolvent na- 
tional bank, of the power to avail of the 
preference given by the statute, which 
provides that the United States shall be 
preferred out of the effects of an insol— 
vent debtor, 1Stat. 515. The opinion 
of the attorney-general was that the 
ratable distribution required, when read 
in connection with other sections of the 
national bank law, deprived the United 

















PREFERENCES IN INSOLVENT NATIONAL BANKS. 375 


States of all preference, except that 
given for the payment of the notes is- 
sued by such banks. 13 Op, Atty. Gen. 
528. 

This construction has been the rule 
administered by the comptrollers of the 
currency in the liquidation of national 
banks from that date, and was directly 
sustained in Cook County National 
Bank v. U, S., supra, where Mr. Justice 
Field, as the organ of the court, said: 
‘‘The sections directing ratable distri- 
bution provide for the distribution of 
the entire assets of the bank, giving 
no preference to any claim, except for 
moneys to reimburse the United States 
for advances in redeeming the notes,” 
After holding that the United States 
could not exercise as a creditor the pref- 
erence in its favor created by a general 
law of the United States, the conclusion 
is thus summed up: ‘‘These provisions 
could not be carried out if the United 
States were entitled to priority in the 
payment of ademand not arising from 
advances to redeem the circulating 
notes. The balance, after reimburse- 
ment of the advances, could not be dis- 
tributed as directed by ratable dividends 
to all holders of claims; that is, to all 
creditors.” Thus, although for many 
years in the administration of the act, 
under a construction given by the attor- 
ney general of the United States, sanc- 
tioned by the decisions of this court, the 
ratable distribution provided by the act 
of congress has been deemed so impor- 
tant as to repeal, in so far as it prevent- 
ed ratable distribution, the general 
preference given the United States by 
its own statute, the contention now ad- 
vanced maintains that this ratable dis- 
tribution is of so little consequence that 
it can be overthrown, and rendered 
nothing worth, by the provisions of a 
general insolvent statute of the state of 


New York. In other words, that the 
statute of the state of New York oper- 
ating upon the national bank law, is 
more efficacious than would bea statute 
of the United States. 

Nor is it an answer to say that the 
ratio decidendi of the ruling in Cook Co, 
Nat. Bank v. U.S. was the fact that the 
statute provided that the United States 
should take security for the debts to be- 
come due her by a national bank. In 
the case presented by the secretary of 
the treasury to the attorney general for 
consideration, the security in favor of 
the United States was inadequate, and 
therefore the question which arose was 
the right of the United States to col— 
lect an unsecured claim in disregard of 
the rule of ratable division. And such 
was the state of facts contemplated by 
the opinion of this court in Cook county 
case. This makes it evident that the 
controlling thought which gave rise to 
the interpretation sanctioned by this 
court was the fact that to have allowed 
the preference in favor of the United 
States, ordained by one of its statutes, 
would have destroyed the rule of ratable 
distribution established as a protection 
to and for the benefit of all the credit— 
ors of a national bank, 

It is certain that, in so far as not re- 
pugnant to acts of congress, the con- 
tracts and dealings of national banks 
are left subject to the state law, and 
upon this undoubted premise, which 
nothing in this opinion gainsays, the 
proposition is advanced that the deposit 
here considered of the savings bank 
with a national bank imported a con- 
tract to pay the claim of the former 
with the preference allowed by the New 
York statute. But this overlooks the 
plain terms of the New York law. That 
statute does not profess to deal with the 
bank and its relations as a going con— 
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cern; it wholly and exclusively under- 
takes to regulate the distribution of the 
assets after insolvency. Insolvency, and 
insolvency alone, is made the criterion 
from which the preference is to arise, 
Indeed, the statute in terms directs its 
mandate to discharge the claim with 
preference, not to the bank eo nomine, 
but to the assignee, trustee or agent 
charged with administering its effects 
after insolvency has become flagrant. 
The claim of contract therefore conflicts 
with the very terms of the statute upon 
which it is based, and there is, there- 
fore, no room for implying a contract. 
If such implication, however, could be 
invoked, it must rest on the contention 
that, inasmuch as the state statute gave 
a savings bank making a deposit the 
right to be preferred in case of insolv- 
ency, therefore the general state law 
must be presumed to have entered into 
the contract of the parties; and hence 


also engender the presumption that in 
case of insolvency such deposit should 


be preferred. If the law of the state is 
to be read into the contract, then, of 
course, the law of congress should also 
be read into it. We should thus have 
to consider all the deposits as made with 
an implication that they were subject to 
the federal law, and hence the conflict 
between the two laws would become 
evident, and the federal law, being par- 
amount, would prevail. 

The New York statute does not pro- 
fess, however, to change the legal rela- 
tion which results from a deposit made 
ina bank. The deposit of money bya 
customer with his banker is one of loan, 
with a superadded obligation that the 
money is to be paid when demanded by 
acheck. Scammon v. Kimball, 92 U.S. 
362. Marine Bank v, Fulton Bank, 2 
Wall. 252. The argument, therefore, of 
implied contract, not only is contrary 
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to the letter of the New York statute, 
but also destroys the very essence of the 
legal relation resulting from the deal- 
ings between the parties. Nor is the 
repugnancy between the state statute 
and the act of congress removed by 
the contention that, inasmuch as ratable 
distribution applies only to that which 
belongs to the bank, therefore there is 
no conflict between the state statute and 
the act of congress. This argumentcan 
only mean that the effect of the state 
Statute is to make the savings bank, in 
the event of insolvency of the national 
bank, the owner of a sum equivalent in 
amount to the sum of money which was 
by it deposited. But to say this aggra- 
vates the conflict between the state law 
and the act of congress. If the state 
statute is to be read as saying that when- 
ever the persons named therein deposit 
money with a national bank they shall 
be treated as the owners of an equal 
sum of the assets of the bank when it 
becomes insolvent, then the state stat- 
ute precludes in a most flagrant way the 
possibility of the ratable distribution 
ordered by the act of congress. True 
it is that where, by state law, a lien is 
made to result from a particular con- 
tract, that lien, when its existence is not 
incompatible with the act of congress, 
will be enforced. True also, where a 
particular contract is made by a nation— 
al bank, which, from its nature, gives 
rise at the time of the contract to aclaim 
on a specific fund, such claim, if not 
violative of the act of congress, will be 
allowed. To that effect are the author- 
ities relied on. 

Thus it was said by this court in 
Scott v. Armstrong, 146 U. S. 499, 
when dealing with the question of 
set-off: ‘‘The requirement as to ratable 
dividends is to make them from what 
belongs to the bank, and that which at 
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the time of the insolvency belongs of 
right to the debtor does not belong to 
the bank.”” So in the case of San Diego 
County v. California Nat. Bank, 52 
Fed. 59, it was decided that the funds 
received by a national bank, which the 
party depositing had no authority of 
law to deposit, were not part of the as- 
sets to be ‘“‘ratably distributed,” but 
must be returned in full to the rightful 
owner, And again, in Massey v. Fisher, 
62 Fed. 958, which was a case where an 
indorser paid the amount of a note to a 
bank, and took a receipt, but before he 
took the note from the bank the bank 
failed, the substance of the decision was 
that the money did not belong to the 
bank, but was held by it in trust; and 
of course in that case it was not part of 
its assets. 

None of these cases are apposite here. 
On the contrary, by an affirmative, 


pregnant with a negative, they deny the 
preference which is now advanced. This 


clearly results from the context of the 
opinions in these cases. They all reason 
to demonstrate that from the particular 
facts stated, the relation was not that of 
an ordinary creditor, but was one giv- 
ing rise to a specific lien or right result- 
ing from the contract, and which was 
in being before the insolvency took 
place. Here there is no such condition; 
there is simply an ordinary creditor as- 
serting the right to a preference from an 
insolvent law. This distinction is well 
illustrated by Scott v, Armstrong, supra, 
cited and relied on in the opinion of the 
court below. In that case the facts as 
to the set-off, which was allowed, are 
thus stated: ‘‘The credits between the 
banks were reciprocal, and were parts of 
the same transaction, in which each 
gave credit to the other on the faith of 
the simultaneous credit, and tne principle 
applicable to mutual credits applied ” 
The difference between Scott v. Arm- 
strong and the present case is this: 
There this court was called on to deter- 
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mine whether a claim which had been 
extinguished by operation of law prior 
to the insolvency was still due after the 
insolvency, but here the question is 
whether a claim existing at the time of 
the insolvency, and up to that date un- 
secured, shall, by the operation of an 
insolvent statute, be converted, after the 
insolvency, into a preferred claim, to be 
paid by preference over all other credit- 
ors. This distinction between the two 
questions was clearly stated in Scott v. 
Armstrong, where, speaking through 
Mr. Chief Justice Fuller, this court 
said: 

‘‘The state of case where the claim 
sought to be offset is acquired after the 
act of insolvency is far otherwise, for 
the rights of the parties become fixed as 
of that time, and to sustain such a 
transfer would defeat the objects of 
these provisions (the act of congress.) 
The transaction must necessarily be 
held to have been entered into with the 
intention to produce its natural result, 
—the preventing of the application of 
the insolvent assets in the manner pre- 
scribed. Bank v. Taylor, 56 Pa. St. 
14; Cotel v. Brown, 12 Gray, 233.” 

Nothing, of course, in this opinion is 
intended to deny the operation of gen- 


eral and undiscriminating state lawson 
the contracts of national banks so long 
as such laws do not conflict with the let- 
ter or the general objects and purposes 
of congressional legislation. Much was 
said in argument asto the public policy 
embodied in the law of the state of New 
York, and the wisdom of upholding it. 
Our function is judicial and not legisla- 
tive. Did we, however, consider mo- 
tives of public policy, we should not be 
unmindful of the wise safeguard in fa- 
vor of all the people of the United States 
resulting from the provision which se- 
cures to every one dealing with a na- 
tionai bank a ratable distribution of the 
assets thereof, thereby stimulating con- 
fidence and uniformity of treatment. 
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IN NEW YORK CORPORATIONS AS COLLATERAL 


SECURITY. 


Lien of the Corporation as Affecting Security. 





The pledge of corporate stock as col- 
lateral security is a prevalent mode of 
effecting loans. In making such loans, 
one important duty of the bank official, 
sometimes overlooked, is the making of 
inquiry of the corporation whose stock 
is tendered in pledge, whether it claims 
any lien upon the shares for an indebt- 
edness of the shareholder. It may be 
that there is no indebtedness; again it 
may be that although an indebtedness 
exists, the corporation is not in position 
to maintain or assert a lien; but the 
many cases wherein a lien for indebted- 
ness may be successfully maintained by 
a corporation, renders it essential to the 
security of the bank, that this fact as to 
the right of lien for an existing indebt- 
edness be affirmatively ascertained, be- 
fore the shares are taken and the money 
loaned. 


LIEN BY STOCK CORPORATION LAW. 


In the state of New York, section 26 
of the Stock Corporation Law provides: 
“If a stockholder shall be indebted to the corpora- 
tion, the directors may refuse to consent to a transfer 
of his stock until such indebtedness is paid, provided 


a copy of this section is written or printed upon the 
certificate of stock.” 


This is a right of lien created by stat- 
ute, and charges all who take the stock 
of corporations to whom it applies, with 
notice of the lien of the corporation. 
Chapter 611 of the Laws of 1875, for the 
organization of corporations for any 
lawful business (excepting banks, in- 
surance companies, railroads, trust and 
safe deposit companies) contained a pro- 
vision that ‘‘no certificate shall be trans- 


ferred as long as the holder thereof is 
indebted to such corporation, unless 
the board of directors shall consent 
thereto,” and the language of the Stock 
Corporation Law is an enlargement of 
that provision, and extension of its ap- 
plication to other corporations than 
those limited in the law of 1875. 


LIEN BY SPECIAL CHARTER AND ARTICLES 
OF ASSOCIATION. 


It is unquestionably true that there 
are many corporations existing in the 
state of New York created under stat- 
utes or charters which make no provision 
of lien, whose stock is available as a 
basis of security for loans; and the 
principle of law has gained foothold in 
the state, that a lien created by by-law 
merely, without statutory authority, is 
ineffectual. But while a lien not pro- 
vided by general law, cannot be effect- 
ually created by by-law in the state of 
New York, there are many existing cor- 
porations who have liens upon their 
stock created by SPECIAL CHARTERS and 
amendments thereto, difficult of access 
for examination, and liens created by 
ARTICLES OF ASSOCIATION under statu- 
tory authority likewise difficult of ac- 
cess, which are held valid by the courts; 
hence the only safe course for the 
lending banker upon the offer of stock 
of a particular corporation of the state 
of New York, would seem to be to 
make inquiry at headquarters in all 


cases, save only where he is so thorough- 
ly familiar with the organic law of its 
being, and its rights thereunder, as to 
render such inquiry unnecessary. 








LIEN ON STOCK OF BANKS ORGANIZED 
UNDER LAW OF 1838. 


By way of illustration it will be inter- 
esting to review some of the cases aris- 
ing out of stock in banks created under 
the General Law of 1838, both to indicate 
that while a lien cannot be created by 
BY-LAW, it can by ARTICLES OF ASSOCIA- 
TION, although there is no express stat- 
utory provision of lien; and to show, as 
well, how disregard of the necessity of 
inquiry by banks which have loaned 
money upon the security of corporate 
stock, has sometimes resulted in loss of 
the security by reason of the successful 
maintenance of a lien by the corpora- 
tion issuing the stock. 

The Banking Law of 1838 contained 
no provision giving the banks created 
under it a lien for shareholders’ indebt- 
edness; but it provided that the shares 
should be transferable on the books of 
the association ‘in such manner as may 
be agreed upon in the articles of asso- 
ciation, and every person becoming a 
stockholder shall, in proportion to his 
share, succeed to all the rights and lia- 
bilities of prior stockholders.” 


LIEN BY BY-LAW OF BANK ORGANIZED 
UNDER ACT OF 1838 INVALID. 


In Bank of Attica v. The Manufac- 
turers and Traders’ Bank,* the articles 
of association of the defendant bank or- 
ganized under that law, did not express- 
ly provide a lien, but conferred upon the 
board of directors the power to make 
such by-laws as they deemed proper for 
the management of the business. The 
board of directors made a by-law that “no 
transfer of shares of stock can be made 
unless the person making the same shall 
previously discharge all debts and de- 
mands due or contracted by him or her 
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to the bank, unless by consent of the 
board.” The defendant bank claimeda 
lien for indebtedness under this by-law, 
and the plaintiff bank, to whom the 
stock upon which the lien was claimed 
had been assigned, claimed rights to the 
stock free from any lien. The court de- 
clared there was no lien. “Assuming,” 
it said, “without at present deciding 
that the provision in the law of 1838 
(that the shares shall be transferable on 
the books of the association in such man- 
ner as may be agreed upon in the ar- 
ticles of association) would allow a 
restraint to be inserted in the articles of 
the character of that contained in this 
by law * * it was not in the power 
of the association to agree in the arti- 
cles, that the matters which the legisla— 
ture had declared might be contained 
in them, should be the subject of regu- 
lation by the directors in forming their 
by-laws.” 

This case establishes that a lien can- 
not be created by By-Law alone, of cor- 
porations organized under the act of 
1838. 


LIEN BY ARTICLES OF ASSOCIATION OF 
BANKS ORGANIZED UNDER ACT 
OF 1838. 





Is notice of such lien necessary to validity? 


Shortly thereafter, in Leggett v. 
Bank of Sing Sing (24 N, Y. 283) the 
court of appeals held that such a lien 
was valid where provided in the ArTI- 
CLES OF ASSOCIATION of a bank organ- 
ized under that act; but in that case, 
the taker of the stock had knowledge 
of the provision of lien, and gave no no- 
tice to the bank of his claim until after 
the indebtedness was created; so that 
the question of what notice, if any,must 
be given by the corporation to make a 
lien created by articles of association 
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effectual, was not presented for decision. 

The above cases have recently been 
supplemented by two other cases in the 
supreme court of New York, in both of 
which liens created by ARTICLES OF ASSO- 
CIATION of banks organized under the 
Act of 1838, have been held valid, and 
in both of which, pledgees, who have 
loaned money upon the security of the 
shares without investigating as to such 
liens, or inquiring as to indebtedness, 
have suffered loss of their security. 

The first of these cases is Mohawk Nat. 
Bank of Schenectady v. Schenectady 
Bank (N. Y. Supreme Court, Gen. 
Term Third Dept. May, 1894). The 
plaintiff bank sued defendant bank to 
compel transfer of stock. Defendant 
bank’s articles of association provided 
that the shares ‘‘shall be deemed 
pledged and held in security by the as- 
sociation for the payment of all debts 
and liabilities of the owners thereof to 
the association; and no transfer of any 
stock can be made until such debts and 
liabilities are discharged, without a res- 
olution of the board of directors assent- 
ing to suchtransfer.”” Defendant bank 
claimed a lien for indebtedness of the 
pledgor. The court upheld the iien. 
We quote a portion of the court’s dis- 
cussion: 

‘*This is not a case wherea corporation 
seeks to exercise powers not specifically 
granted to it, but rather a power which 
is expressly conferred by the charter, 
granted, as we have seen, under and in 
accordance with the powers conferred 
on it by the statute which is the organic 
law of its existence, It does not there- 
fore, come under the condemnation of 
any of the decisions cited. Nor can the 
lien created by this charter be denounced 
as a secret lien, such as the law will not 
uphold. In Driscoll v. Manufacturing 


Co., 59 N. Y. 96, the court held that a 
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company could not by a by-law render the 
stock inalienable by a stockholder, where 
the scrip of stock had nothing upon its 
face to show that the company retained 
a lien on it by its by-laws as to a pur— 
chaser who bought without notice of the 
lien. But that case was where there 
was a restraint created by a by-law, and 
not the charter, and there was no express 
or implied authority, either in the stat- 
ute or the charter, for creating such lien; 
and, while the by-law was sufficient in 
terms, there was no authority in the 
statute under which the defendant in 
that case was incorporated, to pass such 
by-laws; and the court say: 


‘Hence, if the defendant is to main— 
tain this by-law, it must point out the 
authority either in its articles of associ- 
ation, and show that they are authorized 
by law, or in some statute.’ 


This, we think, the defendant did in 
the case at bar, under the provisions of 
section I9, c 260, Laws 1838*, under and 
in pursuance of which the provision in 
the charter of the defendant was clearly 
authorized. It seems quite apparent 
that there is a well recognized distinc- 
tion between provisions in the charter 
or articles of association in restraint of 
alienation of stock by astockholder and 
the imposition of such restraint in a 
mere by-law of the corporation, and 
this distinction accounts for the mere 
fact that in some cases the courts have 
held that such restraint is inoperative 
as against a bona-fide purchaser of the 
stock, and in other cases such condition 
in restraint of alienation is held valid.” 

The second case referred to is Gibbs 
v. Long Island Bank (N. Y. Supreme 
Court, Gen. Term, Second Department, 


*“Tke shares of said association shall be deemed 
personal property and shall be transferable on the 
books of the association in such manner as may te 
agreed on in the articles of association,” etc. 
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December 1894.) Stock in the Long 
Island Bank, incorporated under the 
law of 1838, had been pledged with a 
bank in Brooklyn for a loan, and subse- 
quently sold to plaintiff. The Long 
Island Bank, defendant, refused to 
transfer the shares until an indebted- 
ness of the stockholder was paid. The 
bank was incorporated in 1845, and its 
articles of association duly filed in the 
Kings County clerk’s office provided 
that ‘‘no shareholder of the association 
shall be permitted to transfer his shares 
or receive a dividend or interest there- 
on, who shall owe to the associationa 
debt which shall have become due, until 
such debt be paid, unless by and with 
the consent of the board of directors of 
the association.” The stock certificate 
provided that the shares were ‘held 
‘subject to the conditions and stipula— 
tions contained in the articles of asso- 
ciation,” etc. The court upheld the 
bank’s claim of lien. The pertinent 
portion of its discussion is as follows: 
**This case differs from Leggett v. 
Bank, 24 N. Y. 283, only in respect to 
a Single fact. There the court found 
that the provisions in the articles of as 
sociation that shares of stock should not 
be transferable until all debts due by 
the holder thereof to the association 
were discharged, was known to the 
plaintiff. In this case there is no evi- 
dence that the plaintiff or his transferer, 
the Brooklyn Bank, had any actual 
knowledge of the limitation put upon the 
transfer of shares of stock by the articles 
of the defendant. But 
we are of the opinion that the provision 
on the face of the certificate, that the 
shares in question were held ‘‘subject to 
the conditions and stipu:ations contained 
in the articles of association above men 
tioned,” was sufficient information to 
puta purchaser upon inquiry to ascertain 
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what the conditions and stipulations were 
and that in this action the plaintiff must 
either be presumed to have made such 
inquiry and ascertained the rights of the 
defendant, or else he was guilty of such 
negligence as is fatal to his claim to be 
treated as a bona-fide purchaser of the 
stock. The agreement between the 
shareholders, contained in the articles 
of association, was valid and effectual, 
and bound every holder of the stock, 
It was not prohibited by any statute,nor 
was it inconsistent with public policy. 
It was intended exclusively for the ben- 
efit and protection of the bank, It was 
referred to upon the face of the certifi- 
cate, and the date and place of record of 
the articles of association stated. Every 
prospective purchaser of shares of the 
capital stock was thereby informed that 
the shares were held subject to some 
condition therein contained. Having 
such information a purchaser must be 
deemed to have had notice of those 
facts, which, if he had used ordinary 
diligence, he would readily have ascer- 
tained. He was bound to examine the 
articles of association, and cannot plead 
his ignorance thereof to defeat the de- 
fendant’s lien, The learned counsel for 
defendant hhas referred us to many cases 
holding that certificates of stock are to 
be treated as having elements of negotia- 
bility, and that the corporation is estop- 
ped from asserting its claim against a 
bona-fide holder for value. Noneof the 
cases cited have any application to the 
facts before us. No question arose in 
any of them as to the effect of the agree- 
ment between the stockholders qualify- 
ing and limiting the transferability of 
the stock, The certificates there con- 
sidered were not different from those in 
general use, and the questions related 
to the rights, as against the corpora- 
tion of bona-fide purchasers thereof, 
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The defendant’s rights here rest upon 
the agreement between the shareholders 
and the case is therefore entirely outside 
of the general rule applied in the cases 
referred to.” ; 

Comparing these two last decided 
cases, we see that while in both, the va- 
lidity of a lien created by ARTICLES OF 
ASSOCIATION is affirmed, in the case of 
the Long Island Bank, much stress is 
placed by the court upon the fact that 
the clause in the certificate of steck was 
sufficient to charge the purchaser with 
notice; while in the Schenectady Bank 
case, the lien is upheld as valid, irre- 
spective of any question of notice to the 
purchaser, the provision of the articles 
of association being placed upon the 
same footing as a statutory enactment, 
knowledge and notice of which is pre- 
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sumed as to all, Neither of these cases 

has, as yet, so far as we have ascertained, 

been passed upon by the court of ap- 

peals. 

INVESTIGATION AS TO LIEN FOR INDEBTED- 
NESS, NECESSARY TO SAFETY. 

The cases above referred to have been 
presented merely by way of illustration 
of a special line of decision under a par- 
ticular statute—the general law of 1838, 
The object aimed at is to give the banker 
an insight into the outcome of cases in- 
volving claim of lien by a corporation 
for debt of the stockholder and to im- 
press the fact that the investigation of 
the existence of indebtedness and lien 
therefor, is one necessary preliminary to 
loaning money upon the security of 
shares of stock ia the state of New 
York. 


ee 
BENJAMIN H. BRISTOW. 


Benjamin H. Bristow, Secretary of 
the Treasury during President Grant’s 
second term, died at his home in New 


York City, June 22, of peritonitis, He 
was taken ill only the previous Satur- 
day. Mr, Bristow was born June 20, 
1832, at Elkton, Todd County, Ky., and 
his illness occurred just 64 years from 
his birth. He was graduated from Jef- 
ferson College, Pennsylvania, in 1851, 
studied law, and was admitted to the 
bar of Kentucky in 1853. He began 
practice at Elkton, whence he removed 
to Hopkinsville in 1858. At the begin- 
ning of the civil war he entered the 
Union army as Lieutenant Colonel of 
the Twenty-fifth Kentucky Jnfantry,and 
was engaged at the capture of Fort 
Donelson and at the battle of Shiloh, 
where he was wounded. He afterward 
became Colonel of the Eighth Kentucky 
Cavalry, and served throughout the war 
with distinction. 

While still in the field he was elected 
to the state Senate for four years, but 


resigned at the end of two years,serving 
only from 1863 to 1865. He was United 
States District Attorney for the Louis- 
ville district from 1865 to 1870. The 
ability with which he filled these offices 
led to his appointment as Solicitor 
General of the United States on the or- 
ganization of the department of justice 
in October, 1870. In1872 he resigned 
to become attorney of the Texas Pacific 
Railroad, but soon returned to the prac- 
tice of law at Louisville. 

He was nominated Attorney General 
of the United States in 1873, but not 
confirmed, President Grant appointed 
him Secretary of the Treasury June 3, 
1874, and this office he filled acceptably 
until the end of June, 1876, when he re- 
signed, owing to the demands of his 
private business. At the Republican 
national convention of that year, held 
in Cincinnati, he was a leading candi- 
date for the Presidential nomination, re- 
ceiving 113 votes on the first ballot. 
Since 1876 he had practiced law in N.Y, 
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HIS department embraces all the newly decided cases of importance to bankers, bank counsel and bank di- 
T routers. The experiences they Giasiene are likewise worthy the careful attention and study of the merchant, 
the depositor, and the bank student seeking advancement. Further information regarding any case published 
herein, will be furnished on application. 


PRIVATE BANKER. 


PENALTY FOR USURY UNDER THE LAW OF NEW YORK—SAME AS STATE BANK OR 
INDIVIDUAL BANKER, 


Hawley v. Kountzeetal. Supreme Court, Special Term, Kings County, March, 1896. 


1. Where one loans money at a lawful rate of interest an exaction by him from the borrower 
that the latter will give him the option to purchase of him shares of stock at a fixed price for mak- 
ing the loan, constitutes usury. 

2. Banking Act 1882 (Laws 1882, c. 409) applied to ‘‘banking associations” and ‘individual 
bankers” who were allowed to do business under the same, subject to state supervision. Sections 
68, 69, relieved them and ‘‘private bankers” from forfeiture of the principal for usury, under the 
general usury laws, and subjected them to the forfeiture of interest only. Revised Banking Laws 
1892 (Laws 1892, c. 689) dropped the designation of private bankers in the rendering of sections 
68, 69, of the previous act; but in the schedule of repealed acts at the end, which included Laws 
1882, c. 409, such sections (sections 68 69,) were expressly exempted from repeal. Held. that pri- 
vate bankers by usury forfeit the interest only. 

3. An action in equity will lie to declare void a contract for a loan because of usury, and to 
enjoin the sale of shares of stock which have no fixed or market value, deposited as security for 
such loan, the remedy at law being inadequate. 


Action by Frank W. Hawley against 
Herman Kountze and others, to declare 
void a certain contract for a loan, and 
to enjoin the sale of certain shares of 
stock pledged by plaintiff to defendants 
as security for such loan. 


Gaynor, J, No doubt the defendants 
exacted of the plaintiff, in addition to 
lawful interest, that he give them the 
option to purchase of him the shares of 
stock at the price fixed, for the making 
of the loan; otherwise there was no 
reason Or consideration for the option, 
The exacting and receiving of this option 
in addition to lawful interest was a vio- 
lation of the usury statute, Cleveland 
v. Loder, 7 Paige, 557. The shares of 
stock covered by the option are included 
with shares deposited as collateral to 
the loan, and the defendants are about 
to sell all of the shares, the loan being 
in default. This action is brought to 
have the contract of loan adjudged void 


and to enjoin the sale of the shares of 
stock, and have them surrendered. The 
defendants are ‘‘private bankers.” The 
banking laws, revised and combined 
into one act in 1882, applied generally 
to ‘‘banking associations,” and ‘‘indi- 
vidual bankers” (Laws 1882 ¢. 409) who 
were thereby allowed to enjoy the privi- 
leges of and do business under the 
banking laws, subject to the supervision 
of the state banking department. The 
said act relieved them from the forfeit- 
ure of the principal for usury under the 
general usury laws, and subjected them 
instead only to a forfeiture of the entire 
interest, or, if the usury should be paid, 
to a penal action to be brought within 
two years for the recovery of twice the 
amount thereof; the declared purpose 
of the act being to put state bank asso- 
ciations and bankers in this respect upon 
the same footing as national banks. 
Sections, 68, 69. But these sections 
also expressly included and gave the 
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same relief to “private bankers” al- 
though the act did not subject them to 
it Or to public control, viz.: to the jur- 
isdiction of the banking department. It 
was doubted if these provisions applied 
to any but ‘‘banking associations’ and 
*‘individual bankers,” who, as has been 
seen, conducted business under the reg- 
ulations of the banking laws, and the 
supervision of the state, and thereby be- 
came in a sense public bankers; but 
they were held to apply to private bank- 
ers also. Perkins v. Smith, 116 N. Y, 
44t. This construction made the act 
incongruous, in extending this privilege 
to persons not answerable to its provis- 
ions, or embraced within its general 
scope and policy. In the new revision 
of the banking laws of 1892 (chap. 689) 
the designation of private bankers was 
dropped in the rendering of the said 
sections 68 and 69 of the act of 1882 


(section 55) but in the schedule of re- 
pealed acts at the end, while the said 
act of 1882 is included, the said sections 
are expressly exempted from repeal. 
The act of 1892 being restricted to 


banking associations and _ individual 
bankers authorized and controlled there- 
by, Ican see no object in thus keeping 
alive the said two sections of the act of 
1882, unless to continue to ‘‘private 
bankers” the immunity against forfeit- 
ure of the principal under the general 
usury laws, for in all else, the said sec- 
tions are fully incorporated{in the new 
act, To give such immunity to money 
lenders who choose to call themselves 
private bankers, and refuse to subject 
themselves to publiciregulation and su- 
pervision, while subjecting to such for- 
feiture all individuals who do not thus 
dub themselves, seems strange; but it 
has to suffice with the court that the 
legislature has so enacted. 
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As forfeiture of the principal may not 
be decreed againt the defendants, it fol- 
lows that the plaintiff is not entitled to 
an injunction pending the action to pre- 
vent the defendants from selling the 
shares as collaterals to pay the debt. 
They have the right to sell them to 
pay the debt. They may not, how- 
ever, lawfully retain the proceeds to 
pay the interest; nor may they hold or 
sell them under the option. Chapter 
237 of the Laws of 1882 has no applica- 
tion to this case, as it only makes lawful 
the payment of ‘‘any sum of money to be 
agreed upon in writing” for advances of 
money upon warehouse receipts, bills of 
lading, certificates of stock, and certain 
other specified collateral securities. The 
exaction in excess of interest in this case 
was not of a sum of money, nor was it 
provided for by a written agreement. 
I think this action is maintainable. The 
said shares of stock are of no fixed or 
market value, as the company in which 
they are has not got into full operation, 
and in an action for their conversion, or 
for replevin, or for the statutory penalty 
of twice the amount of the usurious ex- 
action, it would be difficult if not impos- 
sibie, to prove a sum certain. Such an 
action is therefore not an adequate rem— 
edy. The jurisdiction of equity in cases 
of usury is ancient, and has been aided 


. by our usury statute. 1 Rev. St. p. 771, 


pt. 2, c. 4, tit. 3; Laws 1837, c. 430; 
Allerton v. Belden, 49 N. Y. 373. 

The injunction is continued pending 
the action, unless the defendants offer to 
receive the principal of the indebtedness 
in fulland surrender up the notes and 
the collateral and the option, in which 
case the injunction will be modified upon 
an application upon five days’ notice, so 
as to allow the said shares of stock to 
be sold as collateral to pay the principal. 
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BANKER’S LIEN. 


LIEN ON NOTES LEFT WITH BANK FOR COLLECTION, OR AS COLLATERAL SECURITY. 


Cockrill v. Joyceet al, Supreme Court of Arkansas. March 28, 1896. 


1. A bank has a general lien on notes in its possession belonging to its debtor, for the pay- 
ment of the debt, whether the debtor deposited such notes to his general account or delivered them 
to the bank for collection. 

2. Where one indebted to a bank delivers notes to the cashier, who asks for them in order 
to make a good showing to the bank examiner,—the intention of the debtor being that the bank 
should collect the notes and place them to his credit—such bank will have a general lien on the 
notes for the payment of its claim. 

3. In an action against a bank to recover notes which it claims to hold as security for the 
payment of a debt, defendant’s assertion of a general lien is not inconsistent with its claim of alien 
by special contract. 

4. Since an assignmentof all a debtor’s property for the benefit of creditors, including ‘‘all 
notes * * and choses in action,” does not convey notes then in possession of a bank, on which 
it has a lien for the payment of its debt, but merely the right to redeem, the bank is not estopped 
to assert its lien by electing to take under the assignment, though, at the sale of the debtor’s as- 
sets by the receiver, such notes were scheduled as part of the property sold, and the bank shared 
in the proceeds of thesale. 


Appealfrom,chancery court, Pulaski andcellar * * together with all safes 
county; David W. Carroll, chancellor. and office and store fixtures in said 
Petition by J. E. Joyce & Co. against stores; also, all cotton belonging to 


. : : : said company; and also all notes, ac— 
S. R. Cockrill, as receiver of the First counts and evidences of debt and choses 


National Bank of Little Rock, to recov- in action, of every kind, belonging to 


ercertain notes. From an orderdirect- said company, and allof its real estate.” 
ing said notes to be turned over to pe- 
titioners, defendant appeals. Reversed. 

This is a contest concerning the own- 
ership of 16 promissory notes which 
were executed to the McCarthy & Joyce 
Company by certain of its customers. 
The company was a corporation organ- 
ized under the laws of this state, and en- 
gaged in business in the city of Little 
Rock. The notes in question were 
placed by itin the First National Bank 
of Little Rock, either for collection or 
as collateral security for indebtedness 
due by the company to said bank. Af- 
terwards the company made an assign- 
ment to C. H. Whittemore in trust for ‘**C.H Whittemore, Esq.—Dear Sir: 
the benefit of its creditors. The prop- We hereby offer you for the stock of 


. goods, real estate, notes, accounts and 
erty conveyed by the assignment was Giher property of the McCarthy & Joyce 


described as follows: Co. in your hands as receiver of the 
Pulaski chancery conrt, the sum of 


“All its stock of goods, wares, and thirty-eight thousand and two hundred 
merchandise now in its two store rooms dollars * * James E. Joyce & Co.” 


Afterwards the chancery court, upon 
the application of the First National 
Bank, which was a preferred creditor in 
the assignment, appointed said Whitte- 
more, receiver, to take charge of the pro- 
perty conveyed by the assignment, 
Whittemore took charge of the property 
as receiver and filed an inventory there- 
of, including in said inventory the notes 
in controversy. Subsequently, under 
order of the court, the receiver sought 
bids for the property, and received one 
from appellees, in words as follows, 
omitting immaterial portions: 
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The bid was afterwards raised to $40,- 
ooo, and was accepted, and the receiver 
ordered by the court totransfer and de- 
liver to appellees “the personal property 
in his hands as such receiver, including 
notes, accounts, mortgages, choses in 
action, and property of all and every 
character, of the estate of McCarthy & 
Joyce Company,” etc. Excluding the 
notes in controversy, the property pur- 
chased by the appellees, J, E. Joyce & 
Co., and for which they agreed to pay 
$40,000, was valued in the inventory at 
$100,000, and was of the actual value of 
$70,000. Under this purchase, the ap- 
pellees, J. E. Joyce & Co., claimed the 
notes in controversy, and filed their pe- 
tition in chancery, praying that the ap— 
pellant, as receiver of the bank, be 
required to turn over said notes to them. 
Appellant, as receiver, denied che claim 
of petitioners, He filed an answer to 
the petition, denying that the notes in 
controversy were ever in the hands of 
Whittemore, receiver of the McCarthy 
& Joyce Company, and denying that he 
was ever ordered to sell the same. He 
alleged that, ‘‘said notes were placed 
with the First National Bank on the 
12th day of January, 1893, by McCar— 
thy & Joyce Company, as collateral se. 
curity to secure the payment of the in- 
debtedness due the bank from said 
company, and were in the hands of the 
bank when the company made its as- 
signment.”” He further alleged that ‘‘at 
the time the McCarthy & Joyce Co. 
made its assignment it was indebted to 
the First National Bank in the sum of 
$101,647.46 on its notes, and for over- 
drafts, and that said bank had a lien 
upon said no‘es to secure the payment 
of said indebtedness, and that said in- 
debtedness remains yet due and un- 
paid.”” Thechancellor found that the 
notes were deposited for collection, and 
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not for collateral security, and that the 
bank having been preferred in the as- 
signment, and having elected to take 
under the assignment, and having con- 
sented that the sale to said J. E. Joyce 
& Co. might be confirmed, was estopped 
to claim said notes, as against the pe- 
titioners, J. E. Joyce & Co. The re- 
ceiver of the bank was ordered to 
deliver the notes in controversy tu the 
petitioners, and from this order an ap- 
peal was taken. The other facts suffi- 
ciently appear in the opinion, 


Rippick, J. (after stating the facts). 
The question in this case is whether the 
receiver of the bank has the right to 
hold the notes in controversy for the 
payment of the balance due it from the 
McCarthy & Joyce Company. There is 
conflict in the testimony as to whether 
the notes were delivered to the bank for 
collection, or to be held as collateral se- 
curity. The cashier of the bank testi- 
fied that the notes were delivered as 
collateral to secure indebtedness of the 
McCarthy & Joyce Company to the 
bank. On the other hand, the book. 
keeper and secretary of the company, 
who delivered the notes to the cashier 
of the bank, testified that they were de- 
livered for collection. He said the cash- 
ier of the bank called at their office and 
asked ‘‘what notes they had,” saying 
that the bank examiner would be there 
shortly, and he wanted to make a good 
showing to him; that witness tnereupon 
delivered to the cashier the notes in 
controversy, the face value of which 
amounted to $11,000, ‘‘I intended,” 
he said, ‘‘for the bank to collect the 
notes and place them to our credit.” 
Under these circumstances, we conclude 
that the bank had a lien upon the notes 
for the payment of the amount due it by 
the company, without regard to the 
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fact whether there was an express agree- 
ment for a lien or not. 

Tke law on this subject is well settled 
and is thus stated by a recent writer: 


‘*A banker has alien on all securities 
of his debtor in his hands for the gen- 
eral balance of his account, unless such 
a lien is inconsistent with the actual or 
presumed intention of the parties. The 
lien attaches to notes and bills and 
other business paper which the cus- 
tomer has intrusted to the bank for col- 
lection, as well as to his general deposit 
account, * * Andso, if the securities 
be deposited after the credit was given, 
the banker has a lien for his general 
balance of account, unless there be an 
express contract, or circumstances that 
show an implied contract, inconsistent 
with such lien,”’ 1 Jones, Liens (2d Ed.) 
sec. 244. 


We see nothing in this case incon- 
sistent with such a lien, or showing a 
different intention on the part of those 
concerned. The undisputed facts are 
that the company was owing the bank 


nearly $100,000, The cashier of the bank 
reminded the bookkeeper and secretary 
of the company of this fact, and asked 
for these notes that he might make a 
good showing to the bank examiner, 
who was expected shortly. In response 
to this request the secretary delivered 
the notes, intending (so he says) that 
the bank should collect them, and place 
the proceeds to the credit of the com- 
pany. He wasan officer and stockhold- 
erin the company,.and his authority to 
deliver the notes is not denied. Taking 
his statement as true, we think the bank 


had a lien upon the notes for the pay- 


ment of the balance due from the com- 
pany. Kelly v. Phelan, 5 Dill, 228; 
Reynes v. Dumont, 130 U. S, 392; Bank 
of Metropolis v. New England Bank, 1 
How. 236; 1 Jones, Liens, secs. 241-244. 
In addition to this, if these notes were 
placed in the bank by the company to 


make it appear to the bank examiner 
that the indebtedness on the part of the 
company to the bank was well secured, 
it furnishes another reason why the com- 
pany should not now be allowed to 
withdraw the notes without discharg- 
ing its debt. 

It is further contended that the bank, 
having elected to claim under the as- 
signment, and toshare in the proceeds 
of the property assigned, is now estop 
ped to assert title to the notes. There 
is no express reference to these notes in 
the assignment, though it, in general 
terms, conveyed ‘‘all notes, accounts, 
evidences of debt and choses in action 
of every kind, belonging to said com- 
pany.” This, of course, conveyed any 
interest that the company had in these 
particular notes, which was the right to 
redeem them upon paying its debt to 
the bank. Thg notes were in the cus- 
tody of the bank at the time of the as- 
signment, and it in no way affected the 
right of the bank to hold such notes. 
The title to the notes was in no way in- 
volved in the application of the bank 
for the appointment of a receiver to take 
charge of the assets conveyed by the 
assignment, for the assignment did not 
convey, or purport to convey, more 
than the right to redeem the notes. The 
receiver of the company knew that the 
bank held the notes, and was fully in- 
formed by the bank of its claim to the 
notes. The receiver was authorized to 
sell the property in his hands, and the 
appellees recognized this, for they con- 
fined their bid to the property in the 
hands of the receiver. As the receiver 
was not offering to sell, or the appellees 
proposing to purchase any property,ex- 
cept thatin the possession of the receiv- 
er, the bank, by consenting to the con- 
firmation of such sale, and sharing in the 
proceeds thereof, was not estopped from 
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asserting its claim to the property not 
in the possession of the receiver or em- 
braced in his sale, The bank at all 
times affirmed its right to hold these 
notes as a partial security against the 
amounts due it by the company, and, 
so far as we can see from the evidence, 
the appellees were in no way misled by 
the bank, orits agents. Appellees made 
their bid for, and received the property 
in the possession of the receiver. If 
they expected by this purchase to obtain 
title tonotes held by the bank, and not 
within the control of the court or its re- 
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ceiver, itwasa mistake of law, for which 
the bank was in no way responsible, 
Our conclusion is that the doctrine of 
estoppel does not apply in this case. 
Neither do we think that the claim ofa 
general lien by the bank is inconsistent 
with its claims of a lien by express 
agreement. It asserted the right to 


hold the notes as security for the pay- 
ment of the debt of the company, and 
its answer was drawn so as to cover 
both a general lien and a lien by special 
contract. The judgment of the chan- 
cery court is therefore reversed, and the 
petition of appellees is dismissed. 





CHECKS. 


CHECK PAYABLE TO PARTY ASSUMING ANOTHER’S NAME—WHEN INDORSEMENT BY IM— 
PERSONATOR NOT A FORGERY, 


Globe Savings Bank v. Karoly Electrical Construction Co. Appellate Court of Illincis, first district, 
April 27, 1896. 


Where a check is drawn and delivered to one F, who is dealing under the name of R, the 
check being payable to R and the intention of the checkdrawer being that the money shall be 
paid to F whom he believes to be R., F’s indorsement of the name R on such checks is not a forgery 
and a bank which has collected such check and subsequently refunded the money under the belief 
that the payee’s indorsement was forged, cannot recover the amount from a prior indorser for whom 


it cashed the check. 


Action by the Globe Savings Bank of 
Chicago to recover from its depositor, 
the E. S. Karoly Construction Company, 
the amount of two checks, deposited 
with the bank and collected by it from 
the bank on which the checks were 
drawn, but subsequently repaid to the 
drawee upon the statement that the in- 
dorsements of the payee on such checks 
was forged. Judgment for the Globe 
Savings Bank reversed by the Appellate 
Court, 

The facts were these: One Tolman, a 
broker in commercial paper, discounted 
two of the construction company’s notes 
for a man giving his name as G. Rude- 
lius who was introduced to him by Mr. 
Karoly, the president of the construc- 
tion company, whom the broker had 
known before. For the proceeds of the 


discounted notes the broker gave the 
man claiming to be Rudelius, two 
checks, payable to the order of ‘*G. Ru- 
delius.” The construction company re- 
ceived these two checks apparently in- 
dorsed “G. Rudelius,” depusited them 
with the Globe Sav. Bank, and received 
credit for the amount thereof. The bank 
on which the checks were drawn, after 
paying the same to the Globe Savings 
Bank, was told the indorsement by ‘‘G 
Rudelius” was a forgery, and so advised 
the broker, refunding him the money 
the checks were given for. The Globe 
Savings Bank thereupon repaid the am— 
ount to the drawee bank, and brought 
suit against the construction company, 
its depositor. 

After the broker had been advised 
that the payee’s indorsement was a for- 
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gery, he hadan interview with a man 
in the city whose name is G. Rudelius, 
who pronounced the indorsement ‘‘G. 
Rudelius” on each of the checks not his 
signature, and made affidavit to that ef- 
fect. Mr. Karoly, president of the con- 
struction company, after this, told the 
broker that at the time of the delivery 
of the checks he thought the man who 
claimed to be G. Rudelius was really G. 
Rudelius, but that he had since learned 
he was not, and that his name was 
“Herman Fred,” a man by that name 
having had desk room at one time in the 
office of G. Rudelius. 

The opinion of the court, reversing 
the judgment in favor of the Globe 
Savings Bank against the construction 
company for the amount of the checks 
follows: 

WaTeERMAN, J, It appears that these 
checks were made payable to a man who 
called himself, and was believed by the 
maker of the checks to be, G. Rudelius. 


This man who was dealt with as, and 
who called himself, G. Rudelius, has 
never since been seen, There is nothing 
to show that this man did not indorse 
the checks; no evidence that the name 
G. Rudelius was written by any other 


person. In brief, no showing that his 
name was forged. 

The fact that a man named G. Ru- 
delius has been found who testifies that 
the signatures on the backs of the checks 
are not his, does not establish that the 
signatures are not those of the man to 
whose order the checks were made pay- 
able; more especially when it is ad- 
mitted that the witness, G. Rudelius, is 
not the person with whom the maker of 
the checks dealt. 

Neither does the fact that the con- 
struction company, who introduced to 
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Tolman the man calling himself ‘‘G. 
Rudelius,”’ afterwards told Tolman that 
he had been mistaken and that the name 
of the man was “Herman Fred” prove 
the indursements ‘‘G. Rudelius,” to have 
been forgeries. 

If Herman Fred had made his prom- 
issory note by the name of G. Rudelius, 
such note would have bound him. So, 
too, if Herman Fred, passing himself 
off as bearing the name of G. Rudelius, 
received checks intended for him, Her- 
man Fred, payable to the order of G. 
Rudelius, his indorsement thereon of 
his assumed name bound him, and there 
being no intent to defraud, and no one 
being defrauded, would not be a for- 
gery. 2 Bish, Crim. Law, sec. 596; Re- 
gina v. Hodgson, 36 L. & Eq. 626. 

On the other hand, if the witness, G. 
Rudelius, had indorsed his name there- 
on with intent to defraud, and had thus 
defrauded the person for whom the 
checks were intended and belonged, he, 
G. Rudelius, would have been guilty of 
forgery. 2 Bish. Crim. Law, sec. 584. 
Every John Smith cannot indorse checks 
payable to a particular John Smith, 

The question in the case at bar was 
not strictly whether a forgery had been 
committed, but whether the name G 
Rudelius had been indorsed upon the 
checks by tue person to whose order by 
that name the checks were made. Hoge 
v. First Nat. Bank, 18 Ill. App. sor; 
Shearer v. Pacific Exp. Co., 43 Ill. App. 
641, 160 Ill. 215. Upon this, the bur- 
den was upon the Globe Savings Bank 
to show that the checks had not been so 
indorsed. The bank alleged that it had 
accepted the checks upon a forged in- 
dorsement. This it did not prove. The 
judgment of the Superior Court is re- 
versed and the cause remanded. 
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NOTES OF RECENT BANKING CASES. 


COLORADO. 

Promissory note— Diligence against maker 
to hold inderser—Obviated by indorser's 
guaranty, Onthe r4th day of Decem- 
ber, 1888, John J. Carroll executed two 
promissory notes to Henry P. Lowe. 
On the 27th day of December, Lowe 
sold and transferred the notes to Eunice 
E. Farnham, with the following indorse- 
ments on the back of each: 


“For value received, I hereby assign and transfer 
the within note, together with all my interest in all 
the rights under the mortgage securing the same, to 
Ennice E. Farnham, of Minneapolis, Minn., and guar- 
anty payment of the same. [Signed] Henry P. Lowe.” 


This action is brought by Farnham 
against Lowe upon this guaranty, to re- 
cover the amount due upon these notes. 
Farnham recovered judgment and Lowe 
appeals, relying for reversal upon the 
ground that he is liable only as assign- 
or, and, as a condition precedent to re- 
covery against him, it must be averred 
and proved that a suit had been institu- 
ted against the maker of the note, or 
that he was insolvent and a suit against 
him would have been unavailing, as 
provided in Section 107, Gen. St. 1883, 
and that for lack of such averments the 
complaint in this case failed to state a 
cause of action, 

Held, While it is true that under the 
section of our statute above cited the 
liability of an assignor of a promissory 
note is conditional, 2nd becomes abso- 
lute only in case diligence, when avail— 
ing, is used against the maker, yet when, 
in addition to assigning the note, he as- 
sumes the character of guarantor, and 
by his indorsement agrees to pay abso- 
lutely, his liability is fixed by his con- 
tract of guaranty, and is unaffected by 


the solvency or insolvency of the maker, 
and such liability may be enforced with- 
out proof of diligence against the 
maker. The guaranty in this case 
being an absolute contract to pay the 
money expressed in the notes, at their 
maturity, the liability of Lowe in no 
degree depended upon the diligence of 
Farnham in prosecuting her remedies 
against the maker.—Lowe v. Farnham, 
Supreme Court of Colorado, March 16, 
1896. 


DISTRICT OF COLUMBIA. 

Notary's Fee—Contract with Bank to 
Reduce—Validity, A notary sued the 
bank for notarial fees, earned by and 
due to him as notary public, for pro- 
testing, noting for protest and serving 
notices of protest, on divers notes, 
checks and other commercial paper on 
behalf of the bank from October, 1892, 
to May 6, 1895, amounting to $2, 397. 38, 
less a credit of $1,145.82, leaving am- 
ount sued for $1,251.56. 

The bank denied any indebtedness 
for the balance, setting up a verbal con- 
tract between bank and notary whereby 
in consideration of the bank’s employ- 
ing the notary to do its notarial work, 
the notary agreed to accept in full pay— 
ment of his services, 50 per cent, or one 
half of the usual or legal fees chargeable 
therefor, as fast as collected by the 
bank, the remaining one-half to be 
turned over to and retained by the bank 
as its own; and the bank alleged that 
the notary had received the full amount 
due him under such agreement, 

The court, in giving judgment for the 
notary, holds 
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1. There was no sufficient considera- 
tion for the notary’s agreement. The 
notary is a public officer, his fees are 
prescribed by statute, the notary him- 
self has no right to ask more or less 
than the fees prescribed, nor has any 
person for whom the notary per- 
forms services, the right to require such 
services for less than the prescribed 
fees. If the bank was owner of the 
paper protested, it was bound to pay the 
lawful fees; if it was collecting agent, 
it was bound to place the paper in the 
hands of a competent and careful no- 
tary, pay him the lawful fees, and charge 
its correspondent therewith. Therefore 
the payment of the iawful fees, or one- 
half the amount, could constitute no 
valid consideration for the notary’s 
agreement; nor could mere favoritism 
in selecting the notary, in preference to 
others, to perform the work, be regard- 
ed as constituting a valid considera- 
tion, 

2. Even if the agreement could be re- 
garded as founded upon consideration, 
it would be in contravention of sound 
public policy and void.—Hopkins v. 
Ohio National Bank of Washington, 
Court of Appeals, D. ©. March 5, 1896, 


ILLINOIS. 

COLLECTION OF TIME DRAFT WITH BILL 
OF LADING—SURRENDER OF GOODS ON AC- 
CEPTANCE OF DRAFT—Where a bill of lad- 
ing deliverable to order is attached to, 
and forwarded with, a time draft sent to 
an agent for collection, without special 
instructions, an acceptance of the draft 
by the drawee entitles him to the bill of 
lading, anda delivery of the goods to 
him discharges the carrier from liability. 
—Commercial Bank v, Chicago St. P. & 
K. C. Ry. Co. Supreme court of Illin- 
ois, March 28, 1896. 
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Chech— Stopping payment —Holder's right 
of action, Herman Schaffner & Co., 
private bankers, kept an account with 
the National Bank of Illinois, Chicago, 
which was overdrawn more than the 
amount here in controversy. June 2, 


1893, after banking hours, the firm de- 
posited the folidwing check: 


No. 2100. Chicago, June 2, 1893. 
National Bank of America at Chicago: 
Pay to the order of C. B. Beach, 
one thousand dollars. 
E. Kellogg. 
[Indorsed ] 


Pay to the order of H. & D. S. 
Greenebaum. 
C. B. Beach, 
H. & D. S. Greenebaum, 
Herman Schaffner & Co. 


The National Bank of Illinois knew 
nothing about the check except what 
appeared upon it; and credited it tothe 
account of the firm, In fact it was given 
to be used for a certain purpose, which 
had failed, and there was no considera- 
tion between any of the parties whose 
names appeared on it, either as maker, 
payee or indorser. 

June z, 1893, was the last day the firm 
of Herman Schaffner & Co. did business; 
next morning they did not open. 

The account of the maker was good 
with the National Bank of America, and 
he stopped payment of the check. This 
suit is by the National Bank of Illinois 
against the National Bank of America, 
upon the check. 

Held, the law of Illinois permits the 
holder of the check to sue the bank 
upon which drawn, if the account of 
the maker is good, and the holder has 
good title to the check. The National 
Bank of Illinois was a bona-fide holder. 
Receiving the check from its debtor, 
without notice of any defect in the title, 
gave ita good title. 
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When the National Bank of America 
refused to pay the check, the National 
Bank of Illinois charged it back to 
Schaffner & Co. We regard this last 
act as mere bookkeeping. The National 
Bank of Illinois has kept and keeps 
the check, and this suit is upon it, 
Judgment in its favor.—National 
Bank of Illinois v.. National Bank of 
America, Appellate court, first district, 
May 14, 1896, 


Bill of Exchange—Diligence in Present. 
ment and notice. Action by indorsee 
against drawer of a bill of exchange. 
Defense, delay in giving notice of dis- 
honor. 

Held: A bill of exchange must be 
presented to the drawee at the farthest, 
on the next business day after its recep- 
tion, if the receiver is within reach of the 
person upon whom it is drawn, 

When acceptance or payment of a bill 


is refused, notice must be given to the 
drawer by the next business day, if he 
be within reach, or he will be discharged, 

In the present case, the question is, if 
there was a sufficient excuse for the de- 


lay in giving notice. Although there 
are no funds to thecredit of the drawer, 
yet if he has reasonable grounds to ex- 
pect that the bill will be honored, he is 
entitled to notice. Here, the drawer 
not only had authority to draw, but had 
funds in the hands of the drawee. The 
liability of the drawer is contingent 
upon due presentation and due notice 
of non-payment, and the drawer who 
was entitled to notice did not receive it. 
The rule in Illinois as to presentation, 
notice of non payment and consequent 
damage in the case of bank checks, is 
not applicable to such a bill of exchange 
as was the instrument upon which this 
writ was based. The drawer is dis- 
charged.—Industrial Bank of Chicago 
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v. Bowes, Appellate court, first district» 
May 14, 1896. 


KANSAS. 

Mortgage—Payment of prior incum- 
brance—Subrogation. Wherea mortgage 
is taken upon land with the understand- 
ing that it shall be a first lien thereon, 
and that the money to be loaned on the: 
same is to be applied by the mortgagee 
to the payment and discharge of a prior 
incumbrance on the same land, and itis. 
so applied, such mortgagee will be sub- 
regated to the rights of the prior in- 
cumbrancer whose debt was so dis- 
charged, when it is equitable to do so, 
although there was, before the discharge 
of such prior incumbrance, a second 
mortgage on the land, of which the sub- 
sequent mortgagee had no actual know- 
ledge or notice.—Traders’ Bank v. - 
Myers et al, Court of Appeals of Kansas, 
Northern Department, W. D. April 1, 
1896. 


Promissory Notes—Indorsement without 
recourse—Bona-fide holder, 1. L andG 
were the president and cashier, respect- 
ively, of plaintiff bank, and part owners 
of the negotiable note sued on, which 
was taken in the name of S by the pre 
curement of L and G, who had full 
knowledge of the transaction in which 
it was given. Held, that the indorse- 
ment of the note by S without recourse 
did not operate to transfer it to the bank 
free from defenses existing as between 
the original parties to it. 

2. B, the bona-fide payee and holder 
of a negotiable note, indorsed it without 
recourse to the plaintiff bank, the presi- 
dent and the cashier of which had full 
knowledge of and some interest in the 
transaction in which the note was given. 
Held, that the indorsement of the note 
by B operated to transfer it to the bank 
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free from any defenses arising from the 
connection of the president and the 
cashier with the  transaction.—First 
Nat. Bank of Newton v. Hardy, Sup. Ct. 
of Kansas, March 7, 1896, 


Chattel Mortgage—Retention of posses- 
sion— Power to sell—Validity. A chattel 
mortgage on three stallions, kept for 
breeding purposes, in which it is pro- 
vided that the mortgagor may retain 
possession of the mortgaged property 
until default, or the purchaser deems 
himself insecure, and which also con— 
tains the following provision; ‘‘Party of 
the first part has the privilege to sell 
one or all of said stallions, the proceeds 
to be applied in payment of said notes,” 
where possession of the mortgaged prop- 
erty is retained by the mortgagor, is 
inoperative and void as to other cred- 
itors.—Richardson v. Jones, Supreme 
Court of Kansas, March 7, 1896. 


Negotiable promissory note—Written as- 
signmentas distinguished from commercial 
indorsement— Negotiability destroyed—A 
negotiable promissory note, payable to 
John L. Howard or order, was trans- 
ferred by Howard by the following in- 
dorsement: 


“John L. Howard. I assign this note to W. H. Al- 
daffer without recourse,” 


Aldaifer thereafter and before matur- 
ity, transferred the note to plaintiffs by 
regular indorsement. In an action on 
the note, the court holds: 

When a negotiable promissory note 
payable to the person named as payee, 
or order, is transferred by the payee 
without a commercial indorsement, but 
by mere written assignment, it loses its 
negotiable character, in the hands of the 
assignee, or a subsequent holder, and is 
subject to all equities and defenses ex- 
isting at the time of the assignment. — 
Hale v. Hitchcock et al. Court of Ap- 
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peals of Kansas, Northern Department, 
E. D. April 1, 1896. 
MASSACHUSETTS. 

Demand, Protest and Notice —1. Under 
Pub. St. c. 77, sec. 22, providing that 
the protest of a note, duly certified by a 
notary public, shall be prima facie evi- 
dence of the notice given to the indor- 
ser, such protest is prima facie evidence 
of the notice of nonpayment to a person 
becoming a party by signature on the 
back of the note, in blank, before deliv- 
ery, who is, under Pub. St. c. 77, sec. 
15, entitled to notice of non-payment,as 
an indorser. 

2. Pub. Stat. c. 77, sec. 15, providing 
that persons becoming parties toa note, 
by signature upon the back thereof, in 
blank, before delivery, shall be entitled 
to notice of nonpayment, the same as 
an indorser, does not require demand of 
payment upon all of those so signing, 
to bind the others so signing. 

3. Demand of payment, without act- 
ual exhibition of the note, is sufficient 
to bind the indorser, where the maker 
does not demand to see the note, but 
refuses payment for lack of funds. 

4. Notice of nonpayment of note, 
setting forth the dishonor of the note, 
protest for nonpayment, demand and 
refusal of payment, and that the holder 
looks to the indorser for payment, is 
sufficient. 

5. Protest by a notary of the nonpay- 
ment of a note, stating that an indorser 
was duly notified of the dishonor of the 
note by written notice sent by mail to 
him at P, without stating that the in- 
dorser’s residence was P., is prima facie 
evidence of due notice to the indorser. 
Pub, St. c. 77, sec. 22. 

6. Pub, St. c. 77, sec. 22, making the 
notarial protest of a note prima facie 
evidence, places notes in that respect on 
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the same footing as foreign bills, and 
authorizes recovery of the protest fees. 
—Legg et al. v. Vinal et al. Supreme 
Judicial Court of Massachusetts, Suf- 
folk, April 2, 1896. 


MICHIGAN. 

Chattel Mortgage—Increase of stockh— 
Lien for pasturage, Action of replevin, 
brought for the recovery of six red Dur- 
ham cows, four red bull calves, one red 
heifer calf and one spotted steer calf. 
The plaintiff claimed title under a chat- 
tel mortgage duly recorded, and defen- 
dant set up a lien for pasturage. It ap- 
peared that the cattle were left with the 
defendant by the mortgagor. The court 
at the conclusion of the testimony, di- 
rected a verdict for the plaintiff. 

Two questions are presented, viz.: 
Whether the description of the mortgage 
was broad enough enough to cover the 
natural increase in the stock, and 
whether there was testimony from which 
the jury might have been justified in 
finding that the plaintiff assented to the 
mortgagor's placing the cattle with the 
defendant for pasturage. 

1. The description in the mortgage, 
so far as material to be stated, was as 
follows: 


“The following goods, chattels, and personal 
property. to wit: All hay, grain of all kinds, 
straw, cornstalks, horses, colts, cattle, calves, sheep 

* * of all kinds, now on hand, or that may grow or 
be raised on our farm during the season of 1894 and 
1895; intending thereby to mortgage all personal 
property of every kind and description (except house- 
hold goods and furniture) now owned by us, or which 
we may acquire or raise, in any manner, during the 
time in which the above debt remains unpaid.” 


At the time the mortgage in question 
was executed, the calves in question 
were carried by cows covered by the 
mortgage, and we think the description 
is broad enough to cover such increase, 
even though one of the calves was 
dropped after the cows were placed with 
defendant for pasturage. 
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2. It appears that in the spring of 
1894, one Lyster, an agent of the plain- 
tiff, had thought to foreclose the mort- 
gage, but, finding the stock in poor con- 
dition, left it in the mortgagor’s posses- 
sion, and bought and furnished the 
mortgagor feed to be fed to the stock. 
It is contended that from that time the 
mortgagor was a mere bailee of the 
plaintiff, or that the jury would have 
been justified in so finding, and that the 
jury might have been justified in find- 
ing that the mortgagor was the agent of 
the mortgagee to place the cattle with 
the defendant for keeping. The affirm- 
ative testimony was (and it was uncon- 
tradicted), that the mortgagor, Inman, 
agreed that, if the plaintiff would fur- 
nish the feed in question, he (Inman) 
would care for the stock thereafter; but, 
in the absence of such testimony, the 
jury would not have been justified in in- 
ferring that the mortgagor had been 


‘authorized by the mortgagee to pledge 


stock for its keeping simply because the 
mortgagee had, for his own protection, 
furnished feed for it. There was no 
room for a different verdict than that 
directed by the circuit judge. Judgment 
affirmed.—Cleveland v. Koch, supreme 
court of Michigan, March 3, 1896. 


Sufficiency of presentment, demand and 
notice. Action by the holder against 
the maker and indorser of a promissory 
note. The cashier of the C bank, with 
whom the holder left it for collection, 
testified that it was the custom among 
the banks in the city of Lansing, Mich., 
to send messengers once a day to each 
one of the banks to adjust accounts; 
that it was the duty of each messenger, 
on receiving claims against the bank 
represented by him, to take the same to 
such bank to be passed on by the cash- 
ier; that, on the day the note in suit 
matured, it was delivered to the mes— 
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senger of the I bank, at which it was 
payable; that the clearance books of 
both banks showed a balance that day 
of $510 in favor of the C bank, but that 
$roo (the amount of said note) was re- 
jected by the I bank, and a check for 
$410 given by it to the C bank to adjust 
the accounts; and that witness, as no- 
tary public, made certificate of protest. 
Held sufficient to warrant a finding of 
due presentment, demand and dishonor, 
The testimony of a notary who had 
made certificate of protest of a note for 
nonpayment that he did not remember 
mailing notice to the indorser, but tes— 
tified that he did so because of his habit 
of mailing notices when he made certi- 
ficate of protest, is sufficient to justify 
a finding that notice of dishonor was 
sent to the indorser.—Martin v. Smith, 
Mich. supreme court, Feb. 7, 1895. 


MISSOURI. 

Chattel Mortgage—Change of possession— 
Recording—Secret Trust, 1. A chattel 
mortgage on stock in trade, which al- 
lows the mortgagor to retain possession 
and continue the sales, but requires a 
daily accounting of proceeds to the 
mortgagee, to be applied on the mort- 
gage debt, is not fraudulent on its face, 
as to other creditors of the mortgagor. 

2. A chattel mortgage on a stock in 
trade not recorded until after the levy 
of an attachment by a creditor of the 
mortgagor, is void (Rev. St. 1889, sec. 
5176) as against such creditor. 

3. A duly recorded, absolute deed, 
which was modified by a separate writ- 
ten defeasance, not recorded, is void as 
against a creditor of the grantor, as 
creating a secret trust in favor of such 
grantor. ; 

4. The fact that a creditor took and 
recorded a deed absolute from the debt- 
or, and gave a separate written defeas- 
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ance, which was withheld from record, 
will not estop him from attacking a like 
transaction with another creditor as 
creating a secret trust. 

5. The fact that a debtor who has 
fraudulently disposed of part of his 
property is solvent, will not defeat an 
attachment based on such fraudulent 
disposition— Rock Island National Bank 
v. Western Lumber Co. et al. Supreme 
Court of Missouri, Div. No. 1. March 
24, 1896. 


NEBRASKA. 

Chattel Mortgage— Failure to file—When 
mortgagors not partners—Rights of subse- 
quent mortgagee. 1. Evidence that two 
farmers, purchasing a threshing ma- 
chine, paid for the same with their joint 
and several notes, secured by a chattel 
mortgage on the machine purchased, 
and jointly took possession of and used 
the machine in threshing grain for 
others, will not support a finding that 
the threshing machine was partnership 
property, nor that a copartnership re- 
lation existed between the farmers, 
Such evidence warrants, rather, the con- 
clusion that the farmers were joint own- 
ers, or tenants in common, of the ma- 
chine. 

2. In such case, the machine company 
neglected to file its mortgage, or a copy 
thereof, in the county where the farmers 
resided. Subsequently, one of the farm- 
ers mortgaged the machine toa bank to 
secure a pre-existing. debt which he 
owed it. The bank had no knowledge 
of the mortgage of the machine com- 
pany, took possession of the machine 
under its chattel mortgage, and the ma- 
chine company replevied it. Held (1) 
that the mortgage made by the farmer 
invested the bank with a lien on what- 
ever interest he had in the machine; (2) 
that the bank was a mortgagee in good 
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faith, within the meaning of sec. 14, c. 
32, Comp. St. 

3. A mortgagee in good faith within 
the meaning of sec. 14, c. 32, Comp. St., 
is one who takes his mortgage to secure 
a debt actvally and justly owing to him, 
without notice, actual or constructive, 
of other existing claims against the 
mortgaged property.—State Bank of 
Lushton v. O. S. Kelley Co., supreme 
court of Nebraska, March 18, 1896. 


NEW YORK. 

Indorsement for Accommodation of Payee 
—ZIndorser’s Liability. Where one in- 
dorses a promissory note for the accom- 
modation of the payee, who transfers 
the note, before maturity, for value, the 
holder is entitled to recover against 
such indorser, even though, at the time 
of the transfer he knew the indorsement 
was for accommodation only.—Lincoln 
Nat. Bank of City of New York v. But- 
ler et al. Supreme Court, Appellate 
Term, First Department. April 27, 
1896. 


Succession Tax—Bonds of foreign cor- 
poration and U. S. bonds of non-resident.— 
1. Bonds of a foreign corporation kept 
with a safe-deposit company in New 
York, at the time of the death of the 
nonresident owner, are subject to a suc- 
cession tax, under Laws 1892, c. 399, 
sec. I, imposing a tax on the transfer of 
property, “when the transfer is by will 
* * of property within the state, and 
the decedent was a nonresident”; and 
section 22, defining the word ‘‘prop- 
erty,’ as used in the act, as embracing 
all property ‘‘over which the state has 
any jurisdiction for the purposes of tax- 
ation”; and Laws 1892, c. 677, sec. 4, 
defining personal property as including 
‘‘all written instruments themselves, as 
distinguished from the rights or inter- 
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ests to which they relateby which * * 
any debt or financial obligation is creat- 
ed, acknowledged, evidenced * * 
wholly or in part.” Van Brunt, P, J., 
and Ingraham, J., dissenting. 

2. A succession tax, under Laws 1892, 
c. 399, is properly imposed where the 
property which is transferred by will 
consists of United States bonds; this 
not being a tax on the bonds. Van 
Brunt, P. J., and Ingraham, J., dissent- 
ing—In re Whiting, Supreme Court, 
Appellate Division, First Department, 
March 20, 1896. 


OHIO. 

Promissory note—Date altered by payee. 
The date borne by a promissory note is 
a material part thereof, and if the payee 
without the knowledge or consent of the 
maker, alter its date after the note has 
been delivered to him, such act renders 
the instrument void, even in the hands 
of an innocent indorsee for value. New- 
man et al, v. King, Supreme court of 
Ohio, March 17, 1896. 


OKLAHOMA. 

Bank President—Conspiracy to defraud 
—Liability of bank. 1. A petition for 
damages against a bank, which alleges 
that Melone Bros. were engaged in the 
mercantile business in the city of Guth- 
rie; that the National Bank of Guthrie 
was a corporation engaged in the gen- 
eral banking business; that De Steiguer 
was the president of the bank, and had 
active control and management of its 
business; that the Johnston Fife Hat 
Company wasa corporation under the 
laws of Missouri, dotng a general mer- 
chandise business; that Melone Bros. 
entered into a conspiracy with De 
Steiguer, and through him with the 
bank, whereby Melone Bros. were to 
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‘purchase of wholesale dealers goods to 
the amount of several thousand dollars, 
on credit, and have them shipped to 
their Guthrie store; that the bank was 
to loan them $1,000, and take a chattel 
tel mortgage on the stock for a large 
‘sum, then sell the goods under the 
mortgage, and give the bank one third 
the proceeds, and the Melone Bros. two- 
thirds, and leave the creditors unpaid; 
that pursuant to this conspiracy they 
bought goods of plaintiff to the sum of 
$354, and goods from divers other firms 
to the value of over $10,000; that the 
bank loaned them $1,000 and took a 
chattel mortgage on the stock for $9,- 
960, and, before the bills for goods be- 
came due, foreclosed the mortgage and 
took possession of the goods, and sold 
the same for $5,300, which the bank re- 
ceived. that the plaintiff sold the goods 
in good faith, with no knowledge of the 
conspiracy to defraud,—and which seeks 
to recover the value of the goods sold, 
states a good cause of action against 
the bank, and it was error to sustain a 
demurrer to such petition. 

2. It is a part of the duty of a bank- 
ing corporation to loan money, and to 
collect such loans by sale of goods or 
other security; and where the president 
of the bank has the active control and 
management of the affairs of the bank, 
and, in conducting its business, enters 
into aconspiracy to defraud, and puts 
the same into execution, whereby an- 
other is damaged, the bank will be liable 
in tort for the damages. 

3. A managing officer of a bank is 
not a servant of the corporation, but is 
the head of the corporation, who does 
its thinking; and through him it acts, 
And the bank is liable for his torts com- 
mitted in carrying on its business, while 
acting in the scope of his powers, even 
though the tortious acts are not within 
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the corporate powers of the bank, 

4. A corporation may be guiity of a 
fraud. As a mere legal entity it can 
have no will, and cannot act at all; but, 
in its relations to others, it is represent- 
ed by its officers and agents, and their 
fraud in the course of the corporate 
dealings is, in law, the fraud of the cor- 
poration, 

5. Corporations are responsible for 
the wrongs committed by them, under 
substantially the same rules which gov- 
ern the responsibility of natural per- 
sons. 

6. If an officer of a banking corpora- 
tion, while exercising the authority con- 
ferred on him by the corporation, is 
guilty of falsehood and fraud, the cor- 
poration is liable for the consequences 
which may flow therefrom. 

7. Where the president of a banking 
corporation who has the control and 
management of its business, enters into 
conspiracy to defraud third persons, 
and carries out such fraudulent design 
through his relations with the bank, 
such corporation has notice of such 
fraud; and, if it accepts the benefits re- 
sulting therefrom, it becomes a partici- 
pant in the fraud, and liable for the 
damage.—Johnston Fife Hat Company 
v. National Bank of Guthrie et al. Su- 
preme Court of Oklahoma, February 13, 
1896. 


PENNSYLVANIA. 

Collateral Security—Duty of holder to 
enforce—Discharge of indorser, Where 
the maker of a note gives to the bank 
which discounts it a mortgage as collat- 
eral security, on the express condition 
that it shall not be recorded unless the 
bank shall thereafter consider it neces— 
sary, the failure of the bank to record 
the mortgage until too late to realize 
anything thereon will not discharge the 
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accommodation indorser from liability 
on the note. 

The court says: “Had the plaintiff 
bank held the mortgage and bond with- 
out condition or restriction, they would 
undoubtedly have been subject to the 
rules which regulate the holding of col- 
laterals by creditors when the rights of 
sureties or iudorsers are concerned. If 
they had not used the securities to pro- 
tect those contingently liable, or had 
suffered them to be lost or postponed 
by neglect, or had not availed them- 
selves of opportunities to realize upon 
them, they would have been liable for 
the consequences, and the authorities 
upon which the appellant relies would 
have been directly applicable. But 
these securities were not so held, and 
they were not so obtained. On the con- 
trary, the testimony shows that when 
Fritch & Bro, gave the note in suit, and 
agreed to give as collateral the bond and 
mortgage of A. L. Fritch, it was upon 
the express condition that they were not 
to be entered of record unless some- 
thing thereafter should occur which the 
bank should consider made it necessary 
to take such action. The letter of Mr. 
Wright, president of the bank, dated 
November 4, 1893, contains an express 
recognition of this condition, in these 
words: ‘The condition being, also, that 
we shall not enter it of record unless 
something should occur to lead us to 
believe that such action is necessary.’ 
We know of no reason why it was not 
lawful for the bank to accept the secur- 
ity upon such a condition, If it was 
lawful for the bank to accept the secur- 
ity upon the condition named, they 
were bound to keep their contract, and 
cannot be charged with neglect for not 
securing the debt by violating it. This 
is the circumstance which takes this case 
out of the operation of the rule which 
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ordinarily affects the creditors holding 
collateral securities, 
sureties or indorsers 


where there are 
concerned.’’—A|- 


tentown Nat. Bank v. Trexler, Supreme 
Court of Pennsylvania, March 27, 1896, 


TENNESSEE, 

*County Trustee—Duty and liability with 
reference to funds—Deposit in bank, 1. A 
county trustee, who is a custodian of 
public funds, is not an insurer of such 
funds against loss, but his obligation is 
to discharge his trust with diligence 
and good faith; and, for a failure to do 
so, resulting in loss, he and his sureties 
are liable. 

2. It is neither negligence nor want of 
proper business prudence and caution 
for a public officer to deposit funds in 
his custody in a bank of undoubted 
standing and reputation, 

3. The statute having made it a fel- 
ony for an officer to use, or to receive 
interest upon, public funds in his hands, 
he is not a debtor therefor, but holds 
them as a trustee, charged with duties 
and liabilities which are measured by 
the laws relating to his office, and not 
alone by the terms of his bond, the chief 
purpose of which is to add the security 
of bondsmen to his personal responsi- 
bility for the performance of the duties 
imposed on him by law. 

4. Defendant, as county trustee, had 
in his hands $5,000 of school taxes, 
which he could not pay out for some 
time. After consulting with the county 
judge, one of his bondsmen, and other 
business men, he took the money to 
Nashville, and deposited it in a bank to 
his credit, as trustee, separate from any 
tunds of his own, and without interest. 
The bank had been in business for 30 
years, and was of good standing and 


*Compare with Washington. 
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reputation, but failed, and a large part 
of the money was lost. Defendant's 
bond was conditioned that he should 
pay over all school taxes collected by 
him. Held, that he was not liable on 
his bond for the money so lost.—State 
v. Copeland et al. Supreme court of 
Tennessee, March 2, 1896. 


TEXAS. 

Purchase of Note—Usury—Enforcement 
by bank, . Action by a national bank to 
enforce payment of a note purchased 
by it. Defense, usury. 

Held, 1. Where the consideration ofa 
note is in part unlawful interest on a 
former note, the note is not void in toto 
and can be enforced to the extent that 
the consideration of the note is indepen- 
dent of unlawful interest. 

2. A promissory note is subject tothe 
defense of usury, even in the hands of 
a purchaser without notice. But where 
a national bank, through its cashier, 
purchases a note, and the cashier has 
exact knowledge of the condition of the 
note, his knowledge is imputed to the 
bank, and it is not a purchaser without 
notice —First National Bank of Mason 
v. Ledbetter, Court of Civil App. Tex., 
Feb. 26, 1896. 


WASHINGTON, 

*County Treasurer--Liability for deposit 
lost by bank failure. A county treasurer 
is liable for money deposited by him in 
a bank which afterwards becomes insol- 
vent, though no negligence is charged 
against him and though the county has 
not provided a safe place in which to 
deposit said money —Fairchild v. Hedg- 
es, County Treasurer, et al. Supreme 
Court of Washington, Feb. 27, 1896. 


Chech— Not an assignment of deposit be- 
Sore acceptance. The Commercial Bank 
of Tacoma obtained a judgment against 
the defendant, Chilberg, and caused a 
writ of garnishment to be served upon 
the Pacific National Bank, and at that 
time said last-named bank was indebted 


*Compare with Tennessee. 
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to Chilberg in the sum of $237.61, ona 
general deposit. Prior to the service of 
said writ, Chilberg had given checks 
against said amount aggregating $223.- 
21; but the checks were not presented 
until after the deposit had been gar- 
nished, 

Held, the issuing of these checks did 
not constitute a transfer of the funds, 
The relation between a banker and a 
general depositor is one of debtor and 
creditor, and there is no privity of con- 
tract between a bank and a holder of a 
check given by a depositor until such 
check is accepted by the bank. Prior 
to its presentment, even the drawer 
could countermand its payment Judg— 
ment for plaintiff—Commercial Bank 
of Tacoma v. Chilberg et al. Supreme 
Court of Washington, March u, 1896. 


Chattel Mortgages—Validity — Record- 
ing, 1. Under the statute of Washing— 
ton relating to the lien of chattel mort— 
gages, such a mortgage, unless accom— 


panied by the affidavit required by the 
statute, and properly recorded, is void 
as to creditors, though they have actual 
notice of its existence, 

2. The O company, a corporation or- 
ganized and doing business in the state 
of Washington, made a mortgage of its 
real and personal property to secure a 
debt. The mortgage was recorded as 
a mortgage of real estate, but was not 
accompanied by the affidavit required 
in chattel mortgages by the statute of 
Washington, and was not recorded as a 
chattel mortgage. After the execution 
the O company became indebted to one 
A, but before A secured judgment on 
his debt, the necessary affidavit was at- 
tached to the mortgage and it was re- 
corded as a chattel mortgage. Held, 
that the mortgage thereupon became a 
valid lien upon the personal property of 
the O company as against a judgment 
subsequently obtained by A —American 
Loan & Trust Co. ¥. Olympia Light & 
Power Co. U. S. Circuit Ct. D. Wash- 
ington, W, D, February 10, 1896. 
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ACCOUNTANCY. 


These columns are intended to embrace topics of interest to accountants, and discussions of, and decis- 
ions upon, matters of law involved in various branches of accountancy. Cases bearing upon the management 
and distribution ot trust estates and property are published under this head. These are of importance to 
trust companies, bankers, and all others charged with the management of trust property; as well as to ac- 
countants employed to investigate trusts, make reports, and assist in the rendering of accounts. 


The enactment of the bill to regulate 
the profession of public accountants, is 
the first legislation in this country upon 
the subject,and its effect is to elevate the 
standard of the profession and place it 
upon a legal basis. While the new law 
does not restrict the practice of account- 
ancy to those who qualify by a pre- 
scribed course of study and training, 
culminating in examination and license, 
as in the professions of law and medi- 
cine, it does provide for examination 
and certificate, with the exclusive right 
to those qualifying thereunder to use 
the title “Certified Public Accountant” 
(C. P. A.) and thus aims atthe creation 
of a professional, titled class, to whom 
the public generally may entrust their 
business. This, then, is the first step 
in the upward evolution of the profes- 
sion, which in the end will doubtless be 
as fully protected from the malpractice 
of incompetent pretenders, as law and 
medicine now are, by legislation, pro- 
hibiting all not duly qualified by legal 
license, from engaging in its practice. 


The Accountant law provides for the 
appointment by the regents of the Uni- 
versity of a board of three examiners 
who shall make rules for the examina— 
tion of persons applying for certificates 
under theact. This board has now been 
appointed by the regents, and in a 
frontispiece to this issue, we take 
pleasure in presenting our readers with 
the portraits of the three members of 


that Board, as well as of the Senator 
and member of Assembly who were 
largely instrumental in securing the 
passage of thebill. The first eXamina- 
tions under the act will be held in the 
month of September next, and the rules 
to govern the examination are now in 
process of formation. 


In the department devoted to Ac- 
countants in the present issue, we pub- 
lish an article descriptive of the profes- 
sion, written by an accountant practising 
in the city of New York; biographical 
sketches of the members of the board of 
examiners; of the Senator and Assem- 
blyman who have earned the gratitude 
of the profession; as well as sketches of 
several other practising accountants of 
prominence in the city of New York, 
These sketches not only indicate the 
characteristics of the individual ac- 
countants, but are chiefly valuable, in 
their descriptions of the class of work 
done by each, as disclosing to the pub- 
lic generally, the scope, extent and 
utility of the services rendered by the 
professional accountant to his client. 


At a recent meeting of the Associa- 
tion of American Railroad Accounting 
Officers, held at the Murray Hill Hotel, 
papers were read on ‘Railroad Clear- 
ing Houses,” by S. C. Chapman; ‘‘Pas- 
senger Train Checking,” by Charlton 
Messick; and ‘‘Treatment of Supply 
Accounts,” by C, Carstensen. 












The recognition of a profession is al- 
ways a matter of interest not only to 
those immediately associated with it, 
or who are part of it, but to the com- 
munity at large. The approving of the 
act ‘‘to regulate the profession of Pub- 
lic Accountants,” by the Governor 
(Chap. 312 of the Laws of the State of 
New York 1896) was really the placing 
of Accountancy in the sphere to which 
it belongs, and of legally according to 
it the right to be classed amongst the 
professions, 


The act passed is as follows: 


An Act to regulate the profession of public account- 

ants. 
he People of the State of New York, represented in 
Senate and Assembly, do enact as follows: 

Section 1. Any citizen of the United States, or per- 
son who has duly declared his intention of becoming 
such citizen, residing or having a place for the regular 
transaction of business in the state of New York, 
being over the age of 21 yearsand of good moral char- 
acter, and whoshall have received from the regents 
of the University acertificate of his qualifications to 
practice as a public accountant as hereinafter pro- 
vided, shall be styled and known asa certified public 
accountant; and no other person shall assume such 
title, or use the abbreviation C. P. A. or any other 
words, letters or figures, to indicate that the person 
using the same is such certified public accountant. 

Sec. 2. The regents of the university shall make 
rules for the examination of persons applying for cer- 
tificates under this act, and may appoint a board of 
three examiners forthe purpose, which board shall, 
after the year I897, be composed of certified publie ac- 
countants. The regents shall charge for examination 
and certificate such fee as may be necessary to meet 
the actual expenses of such examinations, and they 
shall report annnally their receipts and expenses 
under the provisions of this act to the state comptrol- 
ler, and pay the balance of receipts over expenditures 
to the state treasurer. The regents may revoke any 
such certificate for sufficient cause after written notice 
to the holder thereof and a hearing thereon. 

Sec. 3. The regents may, intheir discretion, waive 
the examination of any person possessing the qualifi- 
cations mentioned in Sec. 1 who Shall have been, for 
more than one year before the passage of this act, 
practicing in this state on his own account as a public 
accountant, and who shall apply in writing for such 
certificate within one year after the passage of this act. 

Sec. 4. Any violation of this act shall be a miusde- 
meanor, 


Sec. 5. This act shalltake effect immediately. 


ACCOUNTANTS’ DEPARTMENT. 


THE PROFESSION OF ACCOUNTANCY, 


From this it is seen that the primary 
object of the Act is to give the Regents 
of the University of the State of New 
York the power to appoint a Board of 
Examiners to examine “would be” ac- 
countants, and if they are found to 
possess the necessary qualifications, 
issue to them certificates granting them 
the use of the initials or degree C. P. A. 
which signifies certified public account- 
ant. This degree will carry with it re- 
sponsibility as well as the notification 
to the public that the person using it is 
duly qualified to practice asa public ac- 
countant, for power is given the Board 
of Regents to revoke any certificate is- 
sued on its being shown that the per- 
son to whom the certificate has been is- 
sued is no longer worthy of any confi- 
dence being bestowed on him or his 
work, 

The duties of a public accountant and 
professional auditor are varied and nu- 
merous, for not only is he called upon 
to open and close sets of books of any 
or all kinds of businesses or corpora- 
tions, prepare balance sheets, trading 
and profit and loss accounts, devise sys- 
tems of commercial bookkeeping and 
cost books to meet the requirements of 
the multitudinous businesses met with 
every day, but he is also consulted as to 
the advisability of investing in manu- 
facturing and business concerns from a 
financial point. Periodically, too, it is 
part of his duty to examine and audit 
the accounts of business with a view to 
seeing that all the entries have been 
properly made and that the books are 
correctly kept so as to show a true re- 
cord of the firms’ transactions, and in 
such a manner as to readily lend them- 
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selves to the preparing of such accounts 
as will show the true position of affairs 
at any time when stock is taken. 

Another branch is the preparation of 
statements of affairs in assignments 
and deficiency accounts, showing how 
the loss (this being the general state of 
affairs) has come about, and to state 
matters so plainly that those most ig- 
norant of accounts can readily grasp the 
situation. 

Then, too, in estates, it is the duty of 
the accountant to write up the books 
and keep them in such a way that 
the principal and revenue are readily 
distinguished and to prepare accounts 
for the executors, beneficiaries and sur- 
rogate’s court which will be clear and 
self explanatory, 

It was with the knowledge of these 
duties and the responsibilities attached 
to them, that many of the leading ac- 
countants of the state of New York 
banded themselves together in 1887 
as the American Association of Pub- 
lic Accountants, incorporated under 
the laws of the state of New York and 
having for its objects the advancement 
of the profession. 

It was recognized at an early date 
that to properly protect the public and 
the profession from the impositions of 
unqualified accountants, State recogni- 
tion must be attained before this end 
could be accomplished, and much 
thought and time was devoted to the 
ways and means of attaining the desired 
legislation, by the Association and its 
Legislative Committee, and a bill to 
register accountants similar in its scope 
to the one now law, was introduced last 
year in both the Senate and Assembly 
but failed to pass the Senate. 

When the present law was introduced 
in the Senate by Senator Wray, and in 
the Assembly by Mr, Marshall, the As. 
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sociation lent all its aid with the assist- 
ance of the business houses, bankers 
and lawyers, to the passing of the bill, 
and the passing of it by both branches 
of the legislature and the approval by 
the governor has earned the thanks of 
the business community as well as the 
profession, 

When business houses become fairly 
alive to the necessity of ‘‘locking the 
stable door before the horse is stolen,” 
they will be more anxious than they 
have been in the past to have their 
books and accounts properly systema- 
tized and audited so that the prevention 
of defalcations will prove very much 
more remunerative to them than the 
discovering by a public accountant of 
how much has been abstracted, and the 
regular stating to them of their accounts 
will the better enable them to conduct 
their business successfully and to avoid 
the bankruptcy which so often forces it- 
self upon them, by the one fact that 
they have not known what it has cost 
to manufacture their goods and conse- 
quently they have been selling at a 
price which sooner or later meant ruin, 

The Board of Regents has appointed 
Colonel Charles E. Sprague, President 
of the Union Dime Savings Bank, Frank 
Broaker, of the firm of Broaker & Chap- 
man and vice president of American 
Association of Public Accountants, and 
C. W. Haskins, of the firm of Haskins 
& Sells, Public Accountants and Audit- 
ors, the first board of examiners, and 
there is no doubt that the general public 
will, as soon as certificates are issued, 
avail themselves of the services of Cer- 
tified Public Accountants, and so be 
assured that their confidence will not be 
abused and that the person or persons 
they are employing to examine or audit 
their accounts are duly qualified and ex- 
perienced. W. Saupers Davies. 
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THE STATE BOARD OF EXAMINERS, 


Sketches of the Members of the Board appointed by the Regents of the University, to examine applicants 
for certificates under Chapter 312, Laws of 1896. 


FRANK BROAKER. 

Mr. Frank Broaker was born in Mil- 
lerstown, Perry County, Pa., is 33 years 
of age, and graduated from the public 
schools in New York in 1877, He was 
fatherless at the age of one year, and is 
an example of a New York self-made 
man, 

The first rudiments in bookkeeping 
were taught him at the night sessions of 
the Young Men’s Christian Association, 
New York, and during his day-time em- 
ployment by an East India importing 
house in a minor position, His aptitude 
for accounting secured for him rapid 
advancement, and at the age of 18 he 
was made chief accountant, but death 
in the firm of Messrs. Cary & Co., of 
Pine Street, this city, who were the 
financial principals of his employers, 
shortened his bookkeeping days. The 
lucid accountings rendered by him at- 
tracted the attention ot Mr. John 


Roundey, the well-known expert ac- 
countant, who was in change of the ac- 
counts of the estate, and resulted in his 
retaining the services of Mr. Broaker to 
probe into and straighten out the de- 
tails, The old firm having been engaged 
in trading throughout the world, Mr, 


Broaker’s services were appreciated 
owing to his practical knowledge and 
ability to prepare the foreign joint ac- 
countings which were in arrears; his 
worth was subsequently proven by his 
being retained permanently as an assist- 
ant by Mr, Roundey, and the valuable 
training received from that gentleman, 
for many years a public expert account- 


ant, is best evidenced by the rapid ad- 


vancement made in the profession by 
Mr. Broaker. 

Mr. Broaker’s whole life has since 
been devoted exclusively to the higher 
and technical branches of accountancy 
and he has been a prominent and lead- 
ing accountant since 1888. His offices 
have been located at 150 Nassau Street 
since 1889. 

In addition to an extensive mercantile 
and commercial practice in the states 
Mr. Broaker has frequently been re- 
tained to protect the interests of the 
large London banking institutions issu- 
ing letters of credit, and stands pre- 
eminent in his knowledge of this impor- 
tant branch of international commerce. 
In an apparently almost hopeless suit 
instituted by Messrs,Arbuthnot, Latham 
& Co., bankers, London, against the 
estate of C. Z. Wilson for the recovery 
of proceeds of sales and unsold goods 
imported under letters of credit issued 
to a partner in London and acquired by 
the deceased under trust receipt, Mr. 
Broaker was retained on behalf of the 
bankers. The property had become so 
involved with the decedent’s personal 
estate as to baffle all previous efforts to 
identify and separate it. Mr. Broaker 
succeeded in accomplishing not only a 
perfect settlement of the personal estate 
of Mr. Wilson, but recovered for the 
bankers an amount in excess of their 
most sanguine expectations, 

Mr. Broaker subsequently in 1893 act- 
ing in behalf of the same bankers in the 
case of the failure of Abe Stein & Co., 
New York, the largest hide and leather 
house in the world, who failed for over 
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$2,000,000, by his vigilant watch over 
the interest of his clients, in connection 
with their agent, Mr. G. O. Gordon, 
wrung the entire account from the 
debtor only a few days prior to the ap- 
pointment of a receiver, and it after- 
ward appeared that they were the only 
banking house who sustained no loss 
through the failure. Immediately there- 
after, by vigorous measures, Mr. Broaker 
recovered for the London & River Plate 
Bank, Ltd., London, £2,000, the even- 
ing before the receiver was appointed. 

Mr. Broaker’s signal success in the 
foregoing matters resulted in his being 
immediately retained by the Bank of 
New York, N. B. A., in behalf of their 
London correspondents, the British 
Bank of South America, Ltd., and the 
German Bank of London, Ltd., who 
had both experienced heavy losses 
through the failure, and the books of 
Abe Stein & Co. were placed at his dis- 
posal by order of the court. A humor- 
ous occurrence followed. At the office 
of Abe Stein & Co. Mr. Broaker was be- 
lieved to be a bookkeeper from one of 
the banks, and as subsequently stated 
by the confidential clerk, “he was such 
anice young man they didn’t suspect 
treachery.” His disclosures, however, 
were so to the point that in three days’ 
time the junior partner, Mr. Hildreth, 
was placed under $25,000 bail and no 
less than seven indictments were found 
against him for hypothecating and re- 
shipping goods released under trust 
receipt. 

Mr. Broaker’s tracers revealed that 
one of the London banking institutions 
had advanced a second time on their 
own goods at an increased valuation, 
and that one lot of 60 bales had been 
shipped back and forth four times and 
the warehouse receipts subsequently 
pledged for a loan, and in general each 
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bank was in possession of goods belong- 
to or previously advanced on by some 
other bank and covered by trust receipt; 
altogether the outlook for legal complic- 
ations and litigations was unparalleled. 
Mr. Broaker’s grasp of the situation was 
sO apparent and exclusive that his em- 
ployment by the receiver followed, and 
it devolved upon his firm to prepare one 
of the heaviest insolvency accountings 
that has ever been produced, when it is 
taken into consideration that the books 
were a gigantic aggregation of mis- 
statements and the complications of the 
most treacherous and bewildering char- 
acter. In one account alone figures 
were reversed to the amount of over 
$300,000, which is now the subject of a 
suit in the High Court of Justice, Q. B. 
D., and Mr. Broaker is still engaged in 
the preparation of tracers upon which to 
‘institute suits against several of the 
largest banks in New York to recover 
proceeds belonging to London bankers. 

In April, 1892, Mr. Broaker formed a 
partnership with Mr. Richard M. Chap- 
man, under the firm style of Broaker & 
Chapman, which is continued to the pres- 
ent time; their business is of so varied 
and comprehensive a nature that a large 
staff of assistants is kept constantly em- 
ployed. Their frequent connection with 
foreign accounts and their extensive 
clientele in the states bringing them in 
touch with every class of business, has 
naturally prompted them to acquaint 
themselves with every school of ac— 
counts, and they have one of the best 
equipped libraries of domestic and for- 
eign accountancy literature that is prob- 
ably to be found. 

While they are distinctively American 
accountants and come from old Ameri- 
can stock, it is a pleasure to note that 
they receive frequent and favorable 
notice in foreign accountancy journals. 
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Mr. Broaker is extensively known to 
the practicing public accountants 
throughout the United States, having 
been for the past four years a trustee, 
and for the last two years vice president 
of the AmericanAssociation of Public Ac- 
countants. As a member of the legis- 
lative committee of that association he 
took an active part in the passage of the 
accountants’ bill, and appeared person— 
ally as spokesman of the association be- 
fore the committees of both houses of 
the legislature. 

His extensive practical experience in 
matters of accounts both as regards the 
science and the organization of the pro- 
fession in this state, as also his frequent- 
ly expressed ambition to see the pro- 
fession elevated to its proper status in 
the United States gives every assurance 
that his services as state examiner will 
be effective and distinguished and result 
in the establishment of a distinctively 
American character and technique to 
the profession, 


CHARLES E. SPRAGUE, 

In the selection of Charles E. Sprague, 
Ph. D., as a State Examiner, the regents 
are to be congratulated, for this gentle- 
man not only enjoys distinction for 
his proficiency in the profession of ac- 
countancy, but is alike favorably known 
in the field of finance and educational 
circles, his versatile intellectual attain- 
ments not confining his usefulness to 
one distinctive walk in life. 

As soldier, scholar and financier Mr. 
Sprague seems to have scored equal suc- 
cess through close application to duty, 
study and business. 

A native of this state, he was edu- 
cated at Union College, from which he 
graduated with honors in 1860, and was 
distinguished for his proficiency as a 
linguist. He began life as a teacher, but 
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left that vocation to fight for the Union, 
His war record was an honorable one 
and gained for him a brevet colonelcy, 
while to day he suifers from wounds re- 
ceived in battle. 

Shortly after the close of the rebellion 
Mr. Sprague entered the financial pro- 
fession, in which his advancement has 
been rapid and permanent. He passed 
through the various grades in the Union 
Dime Saving Institution’s service, com- 
mencing as junior clerk, and succeeded 
Hon. Silas B. Dutcher and Gardner S, 
Chapin as its president in 1892. During 
Mr. Sprague’s supervision of the bank 
the institution’s prestige has not only 
been maintained, but the volume of 
business increased until it to-day stands 
prominent among the larger savings 
banks of the state. 

In the advancement of accountancy, 
as well as other systems of business, he 
has taken an active interest, being a 
member and ex-president of the Insti- 
tute of Accounts, which association he 
will ably represent in the Board of 
State Examiners, and has been the 
author of many widely read articles on 
the subject of bookkeeping methods, 

Col. Sprague has devised many in- 
genious and useful forms for bookkeep- 
ing, among them a combined check and 
cash book, a reverse-posting method for 
savings banks, and special forms for 
hotel, club and mercantile requirements. 
The system in use in the Union Dime 
Savings Institute is mainly his creation, 
and has been examined by many savings 
bank officers from a distance, desirous of 
improving their methods. 

While secretary of the bank his ser- 
vices were frequently in demand as an 
expert accountant, and he conducted 
many important. investigations, filling 
for years all the hours he could com- 
mand outside of his bank duties, 





406 


Col. Sprague is prominent in the 
Grand Army of the Republic, the Loyal 
Legion, among the Alumni of Union 
College, of which he is a trustee, in the 
Alpha Delta Phi Fraternity, and in 
many other organizations. He holds 
the degree of doctor of philosophy, con- 
ferred by Union College. 

His natural fondness for the intellect- 
ual, has led him to take active interest 
in reforms in orthography, while as a 
disciple and student of Volapuk, he is 
the recognized American authority, the 
Handbook of Volapuk, of which he 1s 
the author and publisher, being re- 
garded as the best extant. He speaks 
six languages and reads many more. 


C. W. HASKINS. 

Mr. Haskins is a graduate of the 
Polytechnic Institute of Brooklyn, and 
immediately thereafter he began business 
in the accounting department of the large 


importing house of F. Butterfield & Co. 
After an experience of five years in this 
firm, he spent a year travelling abroad, 
and was thereafter connected with the 
banking and brokerage firm of W. E. 


Haskins. He was then employed for 
three years on very important work, 
keeping the accounts for the construc— 
tion of the New York, West Shore & 
Buffalo Railway Company; this work 
was done by the North River Construc- 
tion Company; he was also at the same 
time auditor of disbursements of the 
New York, West Shore & Buffalo Rail- 


Hon. Albert A. Wray, who represents 
the Eighth Senate District, Kings 
County, was born in Cape Girardeau, 
Mo., Sept. 6, 1858, and educated in the 
public schools. He taught school in 
Missouri for two years beginning at the 
age of 18. In 1880 he came to New 
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way. Mr. Haskins then commenced 
the practice regularly of public account- 
ant in the capacity of an expert. Then 
he was forseverai years the Secretary of 
the Manhattan Trust Co. of New York, 
and organized the system of accounts for 
that concern, After severing his con- 
nection with the Manhattan Trust Co., 
he again entered the field as an expert 
accountant and had further important 
engagements in re-organizing and exam- 
ining the affairs of various large corpor- 
ations, This brought him up to the 
time he was engaged by the U. S. Gov- 
ernment to do work at Washington, and 
since that time the public, through the 
daily press, have been pretty well ad- 
vised of his doings from time to time. 

He has been the Secretary of the 
New York State Society of the Sons of 
the American Revolution, and has been, 
for many years, the Treasurer General 
of the National Society of the S. A. R. 

Mr. Haskins is American born and 
has spent his life in New York City. 
His family and connections are among 
the best known. 

He is a man of means and his high 
social and business standing make him 
prominent. He is much interested in the 
elevation of the profession of account- 
ing and as a member of the State Board 
of Examiners willdo a great deal for the 
profession,and in instituting rigid exam- 
inations of applicants to practice as cer- 
tified public accountants will do a great 
deal for the public generally. 


York to study law, knowing only two 
men in the city, and was admitted to 
the bar in 1885, and has been actively 
engaged in practice ever since at No. 63 
Wall Street, New York. He has beena 
resident of Brooklyn for the past nine 
years, and as a member of the Repub- 
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lican Provisional Reorganization Com— 
mittee helped bring about the reorgan- 
ization of the Republican party in Kings 
County, and is now a member of the 
Kings County Republican General Com- 
mittee. 

Mr. Wray is a trustee of the Greene 
Avenue Baptist Church, member of the 
Union League Club of Brooklyn, and of 
Fort Greene Council, Royal Arcanum, 

In 1894 Mr. Wray was a member of 
the following assembly committees: 
General laws, insurance, electricity, 
gas and water supply, and introduced 
many good measures, notably the 
amendments to the charter of the city 
of Brooklyn, appropriation for the 
Twenty-third Regiment Armory, com- 
pelling proper insulation of electric 
wires, providing improvements in 
Brooklyn, and providing for the proper 
recognition and celebration of the 4th 
of July. 

In 1895 he was elected senator from 
the Eighth Senate District of Kings 
County by the unprecedented vote of 
14,697, his democratic opponent receiv- 
ing 8,525 votes, Mr. Wray is chairman 
of the committee on public education, 
and also a member of the following 
committees: Judiciary, Revision, and 
Indian affairs. His intellectual and 
forceful arguments have always com- 
manded the respect and attention of the 
legislators. 

Mr. Wray’s knowledge of accounts 
has attracted the attention of the busi- 
ness community, and bankers and mer- 
chants alike have realized the import- 
ance of retaining his services in legal 
matters when accounts are involved. 
This qualification is an endowment ack- 
nowledged to be possessed by but a few 
members of the legal profession, and 


leading bankers seek his advice on busi 
ness matters, knowing that their in- 
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terests can be best served by counsel 
experienced in the science of accounts. 

The “act to regulate the profession of 
public accountants,” which is nowa law 
and known as chapter 312, laws of 1896, 
having passed the senate by a unani- 
mous vote, will be an everlasting monu- 
ment to Senator Wray. He realized its 
importance to the business public, and 
further that in Great Britain the Eng- 
lish Institute of Chartered Accountants 
had proved of much assistance to its 
financial and commercial institutions, 
He worked earnestly and faithfully to 
lay the foundation in the empire state 
for the creation of certified public ac. 
countants, so that in the future, Ameri- 
can industries would not be compelled 
(as formerly) to engage the services of 
English chartered experts. 

The liberal indorsement of the bill by 
the New York Clearing House, the lead- 
ing national and state banks and the 
largest corporations (representing capi- 
tal investment of over one billion dol- 
lars) who appreciated the importance of 
such a measure, is the best indication 
that can be submitted of its future value 
to the business public. 


Hon. Henry Marshall, who represents 
the Seventeenth Assembly District of 
Brooklyn, is 46 years of age, and was 
born in Jackson, Washington County, 


New York. He was educated in the 
schools of his native town and at Cam— 
bridge, Washington Academy. In 1882 
he was graduated from the Albany Law 
School and after his admission to the 
bar he came to New York and has since 
practiced law continuously at 271 and 
later at 277 Broadway. While pursuing 
his law studies in Albany he was an 
editorial writer on the Seneca Falls 
(N. Y.) “Courier,” and afterwards on 
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the Saratoga ‘‘Daily Journal’ and has 
also been a civil justice. 

As a candidate for the assembly in 
1895 Mr. Marshall received 5,533 as 
against 1,911 votes cast for his demo- 
cratic opponent which evidences the 
popularity and esteem in which he is 
held. In the assembly of 1896 he was a 
member of the general laws and judici- 
ary committees, 

Mr. Marshall is an attendant at the 
Lewis Avenue Congregational Church 
and a member of the leading Brooklyn 
clubs, and for years has been a deiegate 
to the county committee from the 
twenty-third ward. His impromptu and 
well selected remarks are appreciated by 
his numerous hearers, and his large clien- 
tele evidences his ability as a lawyer. 

Mr, Marshall enjoys the confidence of 
bankers and numerous corporations, 
and through his intimate knowledge of 
accounts and finance, has for years ren— 


OTHER PROMINEN 


E. W. SELLS. 

Mr. Sells began his career as a mes— 
senger in a telegraph office, and through 
that occupation learned to telegraph 
and was soon appointed an operator and 
agent for the Leavenworth, Lawrence 
& Galveston R. R., now a part of the 
Atchison, Topeka and Santa Fe system; 
he was promoted to a clerkship in the 
general office of the railway company 
about the time that the administrative 
work was consolidated with the Kansas 
City, Fort Scott & Memphis R, R. and 
the Kansas City, St. Joseph & Council 
Bluffs R. R. During his connection 
with these companies, he kept the ac- 
counts of freight, passenger and car 
mileage business; acted as a traveling 
auditor and also as general bookkeeper. 
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dered valuable assistance owing to his 
being thus fitted to act as their advisor 
in business and legal matters. 

He was interested with Senator Wray 
in having had passed the “fact regulat- 
ing the profession of public account- 
ants,” and his thorough conversance 
with the science of accounts enabled 
him to make proper explanation to the 
members of the assembly respecting its 
important bearing towards business in- 
terests 

The fact that the assembly passed the 
accountant’s bill by a vote of 120 to1 
indicates that Mr. Marshall is deserving 
of the gratitude and remembrance of the 
American public accountants, who 
greatly appreciate his noble efforts in 
their behalf, and the thanks of the busi- 
ness community, who will be enabled to 
secure the services of qualified American 
experts, who will be known as “certified 
public accountants.” 
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He was afterwards made the cashier, 
paymaster and bookkeeper for the Chi- 
cago, Clinton, Dubuque & Minneapolis 
R. R., now a part of the Chicago, Mil- 
waukee and St. Paul system. From 
this company he went to the Oregon 
Railway & Navigation and Oregon Im- 
provement Companies, where he served 
as chief clerk for the comptroller of 
both companies. He was afterwards 
the auditor of the Oregon Improvement 
Company and later the assistant comp- 
troller of the Kansas City, Fort Scott & 
Memphis R. R. Then he went to the 
Colorado Midland Railway as the secre- 
tary and auditor, and remained there 
until after the consolidation of the 
general offices of the Colorado Midland 
and the Atchison, Topeka & Santa Fe, 
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which was some time after the Atchison, 
Topeka & Santa Fe acquired the Colo- 
rado Midland property. It was at the 
completion of his engagement with the 
Colorado Midland that he went to Wash- 
ington to serve as an expert in revising 
the methods of accounting for the 
United States government. 

Mr. Sells was, owing to his varied ex- 
periences and special adaptation to ac- 
counting work, often temporarily de- 
tached from his: regular occupation to 
make special investigations of methods 
and irregularities of corporations. 


HASKINS & SELLS. 

This firm, consisting of Messrs. C. W. 
Haskins and E, W. Sells, is located in 
the Johnston Building, 30 Broad Street, 
New York. They were associated to- 
gether in the 53d congress, namely, to 
March 4, 1895, in Washington, revising 
the methods of accounting for the 
United States government, They were 
appointed and acted under a joint com- 
mission of congress consisting of three 
senators and three representatives. 
Their recommendation revised methods 
and systems in the post office, interior, 
war and treasury departments, and they 
became laws by special acts of congress, 
and have resulted in great saving to the 
government, say $600,000 annually, and 
in greatly expediting and facilitating 
public business, This work is the 


Edward W, Hooke & Co., Account- 
ants, have moved into the American 
Tract Society Building, corner Nassau 
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most important thing of its kind done 
since the foundation of the government, 
and has received very general and well- 
merited praise. The abolishing of 
the offices of the first and second 
comptrollers of the treasury and com- 
missioner of customs (practically a 
comptroller) and consolidating the 
direction of the accounting methods in 
one office, called comptroller of the 
treasury, and reorganizing the various 
audit offices, has been a great success. 
The new money order, with marginal 
check, was devised by them, and enables 
a prompt settlement of post master’s ac- 
counts, and prevents irregularities. 

Since establishing themselves in this 
city, they have been engaged by the 
city of New York to supervise the in- 
vestigation of the irregularities in the 
various departments of the city; they 
are the consulting accountants to the 
‘“*Bond Record,’’ an authority upon 
financial matters, and they have had 
numerous important engagements revis- 
ing and improving the methods of ac- 
counting in various corporations, institu- 
tions and municipalties. 

The character of the engagements 
which these gentlemen have had and 
their long practical experience, is a 
guarantee of the high order of their 
skill, and that they will have a favorable 
influence in elevating the standard of 
the accounting profession, 


and Spruce streets, where they occupy 
the suite of rooms, 1207-8-9, on the 
twelfth floor. 
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W. SANDERS DAVIES. 


Already well known to the readers of the Jour- 
nal through his terse and opportune contribu- 
tions to its columns on various topics of moment 
to bankers, capitalists and business men, Mr. 


W. SANvrERs Davies. 


W. Sanders Davies has also received wide rec- 
ogniton in his profession,in which he is respect- 
ed for his ability and esteemed for personal 
worth. 

Born in Liverpool, England, in 1862, he was 
educated at the Manchester Grammar School 
(one of the large public schools of which Rugby 
is a leader ) and graduated 1878. He at once 
began the practical study of accountancy,and in 
1882 went to London to perfect his studies. In 
1884 he became connected with the firm of 
Monkhouse, Goddard & Co., Chartered Ac- 


couutants, London, with whom he remained 
seven years, for five of which period he acted as 
managing clerk of the business, during, which 
time he made several business visits to the 
states. 

Mr. Davies came to New Yerk City in 18g1, 
succeeded to the practice of a well established 
business and rapidly came to the front. His 
practice consists largely of auditing accounts of 
manufacturing and trading corporations, sys- 
tematising and opening andclosing sets of books, 
while investment companies’ accounts, building 
and loan associations and brewery investig- 
ations have formed no small portion of his labors, 
He has made aspecialty of investigations of pri- 
vate firms for the purpose of their conversion 
into stock companies. As an expert witness in 
references and court causes, he enjoys the dis- 
tinction of never having yet appeared on the 
losing side. He has prepared many statements 
of affairs for assignees, and his practice may be 
said tocover almost the entire range of account- 
ancy. 

The confidence bestowed upon Mr. Davies by 
capitalists and foreign investors is evidenced in 
his selection to the directorship of several of 
the companies for which he has acted in a pro- 
fessional capacity, and his practice extends to 
all parts of this country and to many European 
sections, where his name commands the respect 
due ability and integrity. As an associate Mr. 
Davies has Mr. Charles F. Nield, who is a 
practical and throughly experienced accountant. 
"As a member of the Legislative committee of 
the American Association of Public Accountants, 
Mr, Davies appeared at the various hearings ac- 
corded the bill regulating the profession of Pub- 
lic Accountants, and worked faithfully in its 
behalf until its final passage. He isa trustee of 
the American Association of Public Accountants 
and has been ever active in measures beneficial 
to the profession. Mr. Davies has a suite of 
offices on the gth floor of Aldrich Court, 45 
Broadway, and resides with his family in East 
Orange. 
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JAMES YALDEN, 


Among the leading and representative mem- 
bers of the profession of accountancy who have 
acquired high repute is Mr. James Yalden, 
senior partner of the firm of Yalden, Walker & 
Co., Mutual Life Building, 32 Nas- 
sau Street. This gentleman is alike 
well and favorably known in pro- 
fessional, financial and business cir- 
cles, and has always been identified 
with measures which increased and 
maintained the prestige of his hon- 
orable vocation. 

Though now a citizen of this 
country, Mr. Yalden is English by 
birth and has followed the profes- 
sion for over thirty years, and in his 
early career had charge of several 
large and important investigations 
and liquidations,during the panic in 
London in 1866, During his career 
in this city he has conducted many 
important examinations, 
them the discovery of frauds in the 
Comptroller’s office of Newark in 
1882, also of Bayonne, N. J., and 


among 


several other cities and municipal- 
ities. He was also on the com- 

mittee appointed to inaugurate a 

new system of accounts for the 
Presidential post-offices of thiscoun- 

try, and on several investigations 

of the Legislature of this State, 

notably the inquiry into the price 

of gas, which work resulted in a 

very large saving yearly to the gas 

consumers. He was also engaged 

by the Assembly Ceiling Committee of investi- 
gation at Albany, in 1889. 

Mr. Yalden is a gentleman of painstaking 
methods, and few possess as wide or broad ex- 
perience in the profession. He has made an 
extensive study of office management and sys- 
tems of bookkeeping for large institutions, 
thereby,saving much labor and affording re- 
sulis, promptly and with exactness, so necessary 
for the conduct of large and intricate busi- 
nesses. 

Mr. Yalden took an active interest in the or- 
grnization of the American Association of Pub- 
lic Accountants and was elected the first Presi- 


dent. He is now on the Legislative Committee 
of that body and partly through his exertions 
and energies may be attributed the passage of 
the bill regulating the profession of Public Ac- 
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countants His partners are A. P. Walker, a 
brother of B. E. Walker, the general manager 
of the Canadian Bank of Commerce in Toronto, 
and Richard N. Hutchison, and the firm bears 
the reputation of being one of the leading firms 
of accountants in this country, and their ser- 
vices in difficult and intricate matters are much 
in demand. 

Mr. Yalden is 54 years of age and is much 


respected among his associates for his urbanity 
and willingness to assist and advance the pro- 
fession. Of great integrity of character and 
agreeable personality he sas secured the respect 
of the community as being honest, reliable and 
competent. 
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A PRIVATE BANKER’S MISKEPT BOOKS. 


The report of E. Keshner, the expert ac- 
countant employed by the court to examine the 
books of the late R. N. Ramsay’s Bank, at Car- 
lisle, Ill., has been filed with the county clerk. 
The report covers over 145 pages of closely 
written manuscript, and extends over a period 
of twelve years. During the last ten years it 
appears that the bank was conducted without 
any capital whatever, each year becoming more 
submerged in debt. The management of the 
bank was reckless in the extreme, and the sys- 
tem of bookkeeping, or rather lack of system, 
-unique in its badness, inaccuracy and absence 
of method. 

The report shows that the net earnings of the 
bank during 1881, amounted to $2,588.79. 
From that year to 1894 the net loss aggregated 
$55,190.12, the annual loss ranging from $881.97 
to $9,318.09. Ramsay paid from 6 to § percent. 
interest on time deposits and on some as high as 
10 percent. On someloans he received from 2 
to 8 per cent., according to the borrower. Dur- 
ing this period Ramsay paid $78,899.81 interest 
on deposits. 

Among the assets of the bank was real estate 
to the amount of $42,883.75. Some of this was 
sold years ago and the bank given credit fer the 
amount of the sale, without giving an offset on 
the real estate, thus doubling the amount of the 
assets on the books. 

As a sample of the manner in which the books 
were kept, a sight draft was drawn May 8, 
1889, by Philip Frank for $46.25; the stub in the 
draft book calls for $6.25, and was charged in 
the cash book $6.30, but when paid May 20, 
1889, was charged $46.25. 

As another instance, May 16, 1889, a time 
certificate deposit payable to J. N. Walker, for 
$250 was issued. The stub called for $205, and 
was charged the same in the cash book, but 
when paid was $250. 

On May 14, 1893, two time certificates of de- 
posit for $50 each were issued to Miss Lizzie 
Nighswander. The cash book shows that only 
one time certificate of deposit for $50 was issued 
and charged to her on that day. There is an 
expense account of $603.71 on the books, with 
nothing to show what the expense is for. The 
discrepancy in the bills receivable and bills paid 


amounts to $17,514.88. If the books did not 
balance, they were forced. 

On one occasion the books lacked $2,000 of 
balancing and Ramsay issued his individual 
check for that amount and deposited it as cash, 
On May 5, 1888, the balances were out of line 
$16,000. Several months from that date $16,- 
ooo was charged to ‘‘addition’ in the cash book 
and the same amount deposited to the individ- 
ual credit of R. N. Ramsay, which made the 
books balance. Money deposited in St. Louis 
banks was charged to his individual credit at his 
here. He seldom charged exchange for cashing 
drafts yet the report shows where the foreign 
banks always charged him for cashing them. 

During the past twelve years Ramsay has 
borrowed and given notes to banks in Chicago 
and St. Louis for his banks of $1,127,613.57 and 
and nearly as much more outside of these cities, 
paying from 7 to 8 per cent. interest, he using 
money on deposit to pay interest on these loans. 
He borrowed money for 8 per cent. and loaned 
itat5. Ramsay’s business with Henry Seiter 
of Lebanon, IIl., amounted to $518,315.17. A 
number of drafts were issued to 
which always turned up indorsed by Seiter ‘‘ina 
very feeble hand.” 

The undiscovered assets not inventoried by 
the administrator are Henry Seiter & Co., $33,- 
166.15; B. H. Mehoff, $831.70; D. N. Nighswan- 
der, $61.62; E. J. Holdener. $109,46; H. C. 
Norcross, $1,457,19; Neihoff & Norcross, $48.67; 
Major Johnson, $310; C. & F. Mehling, 


“straw” men, 


$195.35. 

Ramsay’s campaign expenses in 1892 amount- 
ed to over $9,000, which was paid into the Dem- 
ocratic campaign fund. After he was elected 
State Treasurer accounts began to change. The 
personal or individual account of R. N. Ram- 
say was overdrawn from Oct. 3, 1892 toJan. 16, 
1893, attimes as much as $42,207.53. After 
that it began to grow up, and on March 20, 
1894. his individual account amounted to 
$103,459.44. The general balance of the Ram- 
say bank at the time of R. N. Ramsay’s 
death, Nov. 19, 1894, was $80,500 out of line, 
The total amount of deposits was $133,975.09; 
total claims filed, $98,087.26; claims still out and 
not filed, $35,887.53. 
















The Law of Corporate Finance (including the 
financial operations and arrangements of 
public and private corporations as deter- 
mined by the courts and statutes of the 
United States and England). By William 
A. Reid, of the New York Bar. 2 vols. 
H. B. Parsons, Law Publisher, Albany. 


1396. 


This work is a practical treatise upon the law 
of “Corporate Finance’—the financial opera- 
tions and arrangements of public and private 
corporations—as declared by the courts in a 
large collection of cases. The idea in the pre- 
paration of the work has been that a lawyer 
searching for law adapted to his case would be 
aided by a work giving the rules declared by the 
courts, and as far as necessary, showing how 
these conclusions were reached, the reasoning 
of the courts, and the application of the law to 
the particular cases as exemplified by the facts 
therein. 

“Corporate Finance’ is a large subject, and 
not only attorneys, but all who have to do with 
the fiscal management of corporations, will find 
in these two large volumes, with over ten thou- 
sand citations of cases, a work of much practi- 
cal assistance. Time, nowadays, especially to 
the man whose financial interests are so large 
and varied as to command incessant attention, 
is indeed money, and the financier and corpor- 
ate manager whose time is largely taken up in 
considering questions connected with the legal- 
ity, validity and safety of contemplated corpor- 
ate transactions, always has a ready welcome 
for any silent helper which, having previously 
traveled the road and made the course clear, 
will serve as a time-saver and guide to his own 
footsteps through the legal labyrinths he is com- 
pelled to enter. 

The subjects treated in Mr, Reid’s work are 
too numerous to permit of any attempt at de- 
tailed description. From our examination of the 
work we can oniy say, in a general way, that 
we think it will be found of much practical as- 
sistance to the worker in many of the fields of 
finance and investment. For instance, the in- 
vesto:r in municipal bonds will find therein 
gathered all the law he probably requires, re- 
lative to every variety cf municipal issue, to 
enable him to judge of the safety of any pros- 
Pective investment. The information on this 
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BOOK REVIEWS. 


subject is unusually full and complete. The 
banker or other lender of money to corporations, 
public or private, may learn all necessary in- 
formation as to the borrowing powers of each 
class, the authority of their officers and agents, 
and concerning all the intricate questions which 
have for their final end, the liability of the cor- 
poration for debts and obligations incurred. 
Several chapters are devoted particularly to the 
banking business. That vast field of broken 
promise, blighted hope and failure—a sort of 
financial cemetery—which embraces the multi- 
farious rights of creditors and liability of share- 
holders, growing out of bank or other corporate 
insolvency, receiverships and the foreclosure of 
mortgages, is given very full treatment. So 
also is the subject of fraud and criminality as 
connected with and affecting a variety of cor- 
porate transactions. We notice an absence of 
any statement of the power of the United States 
government to borrow money, upon bonds, to 
restore reserve and supply deficiency of revenue 
and of the power to make contracts with syndi- 
cates for their sale. But as that question has 
not yet got into the courts, having only reached 
the stage where Senator Vest and his associates 


have come to New York to ‘‘investigate,” 


the subject from a practical standpoint, 
may probably be regarded more ‘‘polit- 
ical” than “legal,” and its inclusion un- 
necessary. At the same time, the power rests 


in the statutes, and a general statement of the 
laws under which the United States government 
derives the power to issue bonds, would not be 
inappropriate in a work of this character. Mr. 
Reid’s work is the only book on the law of cor- 
porate finance, and on the whole, we can, with- 
out exaggeration, say it is a very complete ex- 
position of the subject. 
chapter headings: 

1. General Power to Incur Pecuniary Liabil- 
ity—Public Corporations. 

2. General Power to Incur Pecuniary Liabil- 
ity—Private Corporations, 

3. Powers of Agents and Officers—Public Cor- 
porations. 

4. Powers of Agents and Officers—Private 
Corporations, 

5. Fraudulent Acts of Officers, 

6. Personal Liability of Officers, 


Following are the 
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7. Ultra Vires—Public Corporations. 

8. Ultra Vires—Private Corporations. 

g. Banks and Banking. 

10. Officers of Banks. 

11. Deposits and Checks. 

12. Collections. 

13. Insolvency of Bank. 

14. Liability of Bank Shareholder. 

15. Officers of National Banks—Criminal 
Acts. 

16, Fiscal Management—Public Corporations, 

17. Fiscal Management—Private Corpora- 
tions. 

18. County Bonds. 

19. City Bonds. 

20. Township Bonds. 

21. School District Bonds. 

22. Municipal Aid Bonds—County. 

23. Municipal Aid Bonds—City. 

24. Municipal Aid Bonds—Towns. 

25. Bonds and Coupons—Private Corpora- 
tions. 

26. Mortgages and Trust Deeds—Private Cor- 
porations. 

27. Insolvency of Private Corporations. 

28. Foreclosure of Mortgages and Trust 
Deeds. 

29. Receiver in Foreclosure Suits. 

30. Priorities of Lien in Foreclosure Suits. 

31. Taxation by Public Corporations. 

32. Taxation by Private Corporations. 


DAYS OF GRACE IN MASSACHUSETTS 
Abolished Except As To Sight Drafts. 


Commonwealth of Massachusetts; Chapter 
496, Laws of 1896. 

An act to abolish days of grace on commercial 
paper, except sight drafts. 

Be it enacted by the Senate and House of 
Representatives in General Court assembled, 
and by the authority of the same, as follows: 

SEcTION 1, No days of grace, according to the 
custom of merchants, shall be allowed on any 
note, dratt, check, acceptance, bill of exchange, 
bond or other evidence of indebtedness made, 
drawn, or accepted by any person or corpora- 
tion after this act shall take effect, unless ex- 
pressly stipulated therein, but the same shall 
be due and payable as therein expressed, with- 
out grace; provided, that this act shall not 
apply to any draft or bill of exchange drawn 
payable at sight. 
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SECTION 2, Chapter two hundred and twenty 
eight of the acts of the year eighteen hundred 
and ninety-six, and all acts and part of acts in- 
consistent with this act are hereby repealed, 

SECTION 3. This act shall take effect on the 
first day of January, in the year eighteen hun- 
dred and ninety-seven. 

[Approved June 5, 1896.] 


PROVIDENCE CLEARING HOUSE. 


Form of circular issued by the Providence Banks. 


PROVIDENCE, R. I., 

DEAR Sir: We call your attention to the fol- 
lowing resolution passed by the Providence 
Clearing House Association ata recent meeting, 
by which you will see that on and after July ist, 
1896, all checks, drafts, notes, bills of exchange, 
or other items sent through the exchanges must 
be free from all restrictive indorsements: 

‘*Resolved, That on and after the first day of 
July, 1896, members of this association shall 
not send through the exchanges any checks, 
sight drafts, notes, bills of exchange, or other 
items, having thereon any qualified or restric- 
tive indorsements, such as ‘‘for collection” or 
“‘for account of,” unless all indorsements there- 
on are guaranteed by the bank, member of the 
association sending such checks, drafts, notes, 
bills of exchange, or other items. 

‘*Any such items sent in violation of the 
above requirements shall be returned directly to 
the member from which they were received, and 
shall, in all respects, be subject to the regula- 
tions contained in article 13 of the articles of 
the association of the 
House Association.” 

In this connection we suggest to our deposi- 
tors and correspondents—in order to avoid in- 
convenience and delay—that they examine 
carefully the prior indorsements on all checks 
or other items, before presenting or forwarding 
the same. Should there be any of a restrictive 
character such as above referred to, it will be 
necessary under the resolution for you to guar- 
antee all previous indorsements. If, however, 
none of the previous indorsements are restric- 
tive, your simple stamp or indorsement ‘‘Pay 

Bank of Providence, or order” 
with your name subscribed, will be sufficient. 


Providence Clearing 


Yours very truly, 
——, CASHIER. 
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T# IS department is carried on for the benefit of all subscribers, who are entitled to submit questions of ger- 


eral interest, and ex 


Note Payable at Bank—Charge of Note 
to Indorser’s Account. 


, Mich., June 6, 1896. 
Editor Banking Law Journal. 

Dear Six: Kindly answer in your Journal the 
following inquiries: 

1. Under the laws of Michigan, is a bank ob- 
liged to charge to the account of a customer all 
notes and acceptances made payable by him at 
that bank, when presented, his account being 
good for the amount of same ? 

2. Can a bank, at its option, make such charge 
without express instructions ? 

3. What is the law of Michigan in regard to 
the right of a bank to charge a note owned by 
the bank to the account of an indorser, same 
being indorsed in blank ? 





Yours truly, 
Asst, CASHIER, 

1 and 2. The Michigan courts have 
not yet announced the rule that is to 
prevail in that state respecting the duty 
or right of a bank to pay the note or ac- 
ceptance of a customer, made payable 
at the bank, where his account is good 
forthe amount. In New York, Penn—- 
sylvania and some of the other states, 
the note or acceptance is held equivalent 
to a check, and the bank under the same 
duty to pay the note, as if it was the 
customer's check. In Illinois and Tenn- 
essee it has been expressly held that the 
bank has no right to pay, unless specially 
ordered so to do by the customer; while 
Indiana and some of the other states, 
though not going to the extent of hold 
ing that the note is equivalent to a check, 
declare that a note made payable at a 
bank is sufficient auchority to the bank 
to pay, if it chooses, without express 
instruction from the customer, and if the 





pect prompt and careful consideration thereof, without charge. 
o' those submitting inquiries are published, unless special request is made to the contrary. 


The names and places 






bank pays, it has a right to charge up. 
This answer is not very satisfactory for 
Michigan, but where the courts of that 
state have not declared the rule and the 
courts of other states announce conflict- 
ing rules, we cannot arrogate a know- 
ledge, which no one possesses, of what 
the law in that particular state is, or is 
to be. We have in preparation, and will 
publish in the July number, an article in 
whicn we will bring together all the con- 
flicting decisions, and from that the 
banker in any state where the question 
has not been decided, may form better 
judgment of his own course, from such 
more comprehensive review of the entire 
subject, 

3. Money deposited on general ac-— 
count becomes the money of the bank, 
and the bank is the depositor’s debtor 
for the amount. Perley v. Muskegon 
Co., 32 Mich. 132, The indorser of a 
promissory note, dishonored by the 
maker at maturity, who is duly notified, 
becomes liable for the amount. Aniba 
v. Yoemans, 39 Mich, 171. The bank 
being debtor to the depositor for balance 
of account, and the depositor being 
debtor to the bank, for the amount of a 
note, upon which his liability has been 
fixed by demand and notice, the bank in 
a suit by the depositor for his balance 
would be entitled to set off the amount 
owing by the depositor on the note 
owned by it. Hence, specifically answer- 
the question: A bank in Michigan, 
owner of a note bearing the indorse- 
ment of its depositor in blank (the in- 
dorser’s liability being fixed by demand 
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and notice) has the right to charge the 
amount of the note to the indorser’s ac- 
count. 


Overdrafts Directed by President. 


, Cal., June 10, 1896. 
Editor Banking Law Journal: 

Dear Sir: Has the president of a bank any 
right to permit a favored customer to habitually 
overdraw his account atthe bank by directing the 
cashier to pay his checks, where the board of di- 
rectors have not sanctioned or authorized over- 
drafts? Customer rented part of a building own- 
ed by the president, and the amounts so drawn 
were largely used in paying the rent. Customer 
has now failed, owing the bank a considerable 
sum on overdrawn checks. Can the president 
be held personally liable? Bank DIRECTOR. 


Under the facts stated, the bank 
should have a good case against its 
president for the amount lost by reason 
of the overdrafts, The case of Oakland 
Bank of Savings v. Wilcox, decided by 
the supreme court of California in 
March 1882 is analogous and instructive. 
In that case, the president of the bank 
was interested in the profits of a busi- 
ness carried on by one of the bank’s cus- 
tomers, and from time to time directed 
the cashier to pay checks of the cus— 
tomer given in the course of the busi- 
ness, which were overdrafts. The direc- 
tors of the bank, other than the presi- 
dent, were not advised that the over- 
drafts reached any considerable amount, 
and when their magnitude was learned 
the account was stopped. The customer 
was financially irresponsible, and the 
president was sued for the amount, 
some $4,000. According to the by- 
laws of the bank, the president was, 
subject to the by-laws and the directors, 
the general agent of the corporation; 
the cashier was to take charge of the 
moneys and property of the corporation; 
and loans were to be made only on the 
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time and conditions prescribed in the 
by-laws. It was made the duty of the 
finance committee to pass upon and 
allow or refuse all applications for loans. 
There was provision in the by-laws for 
permitting accounts to be overdrawn. 
Neither the president or cashier had any 
authority to permit an account to be 
overdrawn. The court held the presi- 
dent personally liable to the bank. It 
said: 

‘“*To make an overdraft was a fraud 
in law on the part of the drawer; to pay 
or authorize the payment was a fraud in 
law on the part of the officer paying or 
authorizing payment. The money of 
the stockholders was invested, and of 
the depositors was deposited, to the end 
that the business should be managed as 
the by-laws should prescribe; those by- 
laws forbid loans to be made without 
the approbation of the finance commit- 
tee; and where the president or cashier 
went beyond that, and loaned upon his 
or their own judgment, a violation of 
duty occurred. This is independent of 
any interest the president may have had 
in the hotel business. That interest 
added to the reason why he should not 
have caused or permitted the overdrafts, 
In Bank v. Downey, 53 Cal. 446, the 
court held that an officer of a bank could 
not make a profit to himself eut of loans 
made by him of the money of the bank; 
and it very naturally follows, if losses 
occur in the attempt he must bear the 
losses. . . Where the president of 
a bank makes loans of the bank funds 
to irresponsible persons, without secur- 
ity, having a private interest of his own 
to advance thereby, the bank may 
charge him personally with the loans 
and recover the amount in a suit at law. 
Cooley on Torts, p. 522; Sheav. Manly, 
1 Lea [Tenn.] 319.” 

The principles announced and de- 
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cision rendered in this case by the su- 
preme court of the same state from 
which the inquiry comes, seem pecu- 
liarly applicable to the facts presented, 
and render unnecessary further elabora- 
tion of the rights, powers and duties of 
a bank president with respect to over- 
drafts. It is a casé in point; and that 
is better for the bank than a mere legal 
Opinion, 


Surrender of Bill of Lading. 


Memupis, Tenn., June 4, 1896. 
Editor Banking Law Journal: 

DEAR SiR: I notice in your May number a 
reference to the law of illinois, that a collecting 
bank is justified, in the absence of express in- 
structions from its principal, in surrendering a 
bill of lading upon receiving acceptance ofa 
time draft, and need not hold for payment. 
Please state the rule in Tennessee upon this 
subject. CASHIER. 


The Illinois decision to which we re— 
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ferred in May has been affirmed by the 
supreme court of that state. (See Illin- 
ois decisions this number.) 

In Tennessee the question is decided 
in Bank v. Cummings, 89 Tenn. 609, 
It is held that a bank receiving a sight 
draft for collection should not surrender 
an accompanying bill of lading until the 
draft has been paid; but in the case of 
a time draft the bank may deliver up the 
accompanying bill of lading to the 
drawee upon his acceptance of the draft, 
in the absence of instructions or circum- 
stances indicating that the bill was to be 
held to secure both acceptance and pay- 
ment of draft. If, however, the bill of 
lading is made out to the consignor or 
his order, this creates an implication 
that the intent of the consignor was to 
retain the jus disponendi as a security for 
the payment of the draft, and in such 
event the bill of iading should not be 
surrendered upon acceptance. 


BRIEF REPLIES. 


W. H., Indiana—A bank may sue 
upon a note made payable to its cashier 
without indorsement by the cashier to 
the bank. It is well settled that a note 
payable to the cashier of a bank is to be 
deemed payable to the bank, and that 
the bank may sue thereon as payee. 
Nave v. Hadley, 74 Ind. 155. 


M., Y., Lllinois—Warrants or orders 
drawn by one municipal officer upon 
another, in the disbursement of the 
funds of the municipality and payment 
of its indebtedness, arefnot negotiable 
or commercial paper, and the corpora-— 
tion may interpose a defense, notwith-— 
standing their purchase by the bank. 
See People v. Johnson, roo Ili, 537. It 
is better, where all the circumstances 
connected with the issue of a municipal 


warrant are not fully known, not to risk 
money upon it, but give the preference 
to good mercantile paper. 


New Jersey Banker—The mistake of 
the notary in reading the indorser’s 
name “Brennan” instead of ‘‘Brenner,” 
whereby the notice mailed to the indor- 
ser failed to reach, will probably have 
the effect of discharging him from lia- 
bility. The bank for whom the notary 
acted, knew the indorser, and the no- 
tary, being the agent of the bank, is 
chargeable in law with the knowledge 
which the bank had, and is presumed 
to know who the indorser was. You 
will find a somewhat similar case re- 
ported in 42 N. J. Law Reports, p. 28, 

Inquirer—The City of Glasgow Bank 
commenced business as a banking com- 
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pany in the year 1839, having its head 
office in Glasgow and numerous bran- 
ches throughout Scotland, It suspend- 
ed about the end of the year 1857 but 
resumed business in the beginning of 
the year 1858. It was registered under 
the Joint Stock Company Act of 1862, 
in November of that year, and continued 
business until October 2, 1878, when it 
finally closed its doors. On the 18th of 
October, report was made by the firms 
of accountants who had been employed 
to investigate the affairs of the bank, 
from which it appeared that besides 
the capital of 41,000,000 and the re- 
serve of £450,000, the sum of £5,190,- 
983. 11s. 3d. had been lost by the bank, 
The directors were apprehended and 
subsequently tried and found guilty, 
two of falsifying and fabricating the 
balance sheets of the bank, and the 
other five, of uttering and publishing 
such false balancé sheets. The sentence 
was imprisonment for eighteen months 
of the first two, and eight months for 
the remaining directors, the court in 
imposing sentence, taking into consid- 
eration their imprisonment, without 
bail, from the time of apprehension to 


THE FRANKLIN 


A change has recently been made in the exe- 
cutive of this bank, and Mr. Charles F, James, 
the vice-president, has assumed the active man- 
agement, taking the office of cashier in addition 
to the vice-presidency. Mr. James is the son 
of ex-postmaster of New York, and ex- postmas- 
ter-general of the United States, Thomas L. 
James, is a college-bred man, and a lawyer of 
considerable ability. In the management of 
the affairs of every large bank, especially of 
those of the metropolis,a knowledge of law is 
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the close of the triai, a period of about 
three months. 


Cashier, Indianapolis—You can hold B 
upon his indorsement. If a man goes to 
a bank for the purpose of identifying 
the payee, and at the request of the 
cashier, indorses his name on the back, 
whereupon the money is paid to the 
payee, the indorser is liable as such to 
the bank, His defense that he did not 
intend to sign as indorser, but merely 
to identify the payee, and that the 
payee was the identical person he repre- 
sented himself to be, will be insufficient. 
A similar case, wherein the bank held 
such an indorser liable, will be found in 
Stack v. Beach, 74 Ind. 571. See also 
Cochran v. Atchison, supreme court of 
Kansas, May 1882, where such a party 
is held to be liable as indorser and as 
guarantor of the genuineness of preced- 
ing signatures, where he is mistaken as 
to the payee he identifies, whose signa- 
ture is a forgery. But see Susquehanna 
Bank v. Loomis, 85 N. Y. 207, where an 
accommodation indorser to knowledge 
of payee is held not to guarantee gen- 
uineness, but only liable as indorser, 
and hence not held without demand and 
notice. 


NATIONAL BANK. 


quite essential to the safe conduct of its affairs, 
and the Franklin National Bank is fortunate in 
having a skilled lawyer, as well as an expert 
financier, actively engaged in the management. 
Ellis H. Roberts, the bank’s president, was 
former sub-treasurer at New York, and is well- 
known in financial circles. With Mr. Robert's 
wide experience as a financier and Mr. James’ 
talents, the Franklin is one of the best officered 
banks in the city, and is deserving of the recoz- 
nition and patronage it is receiving. 
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Embracing Items of Interest in all the States. Readers are requested to communicate matters arising locally 
to enhance the interest and value of this department. 


CARNEGIE ON THE CURRENCY—In an interview 
last week with a representative of the ‘Iron 
Age” Mr. Carnegie said that the one thing 
needful for this country is to settle the currency 
question by establishing the point that ‘‘the 
dollar of the republic shall mean a dollar in 
gold, worth its face in any part of the world.” 
He added that all other issues ought to be sub- 
ordinated to this one, ‘‘Sink parties,” he said. 
‘‘No man should be either a Republican or a 
Democrat, but a patriot, and insist that this 
coming campaign shall settle for all time the 
question of a standard of value in this country.” 
These are strong words, and their strength is 
matched by their truth. They will not suit the 
politicians on either side, but it is not to foli- 
ticians that Mr. Carnegie addresses his counsel. 
He appeals mainly to the patriotism and intelli- 
gence of the business community, and there are 
abundant indications that the minds of business 
men are open to such wise advice as he gives. 

Mr. Carnegie lays the blame for the panic of 
1893 and the depression resulting from it on 
the currency, noton the tariff. When asked by 
the representative of the ‘‘Iron Age” if he at- 
tributed the great depression and panics of the 
last few years to the agitation for a reduction in 
the standard of value, he made reply: 

“IT do. All other causes combined have not 
affected the country to the extent that this has. 
It is fundamental; nothing is settled unless this 
is settled, and no genuine prosperity is possible. 
Capital at home, equally with capital abroad, 
has become alarmed. It has run into its hole, 
and will not come forth toembark in enterprises 
which create prosperity until it is settled that 
the American people borrowing $1 in gold will 
return $1, and not seek to defraud its creditor 
by returning a dollar worth only 50 cents”. 


THE SaLem SAVINGS BANK EMBEZZLEMENT— 
Clarence Murphy, former teller of the Salem 
Savings Bank, has been convicted of embezzle- 
ment of $47,500 in the Superior Criminal Court 
at Salem, and sentenced to a maximum of 15 
and minimum of Io years in state prison. Jus- 
tice Sherman, before passing sentence said: ‘‘I 
have frequently said that passing sentence upon 
a prisoner is the most disagreeable duty that 
falls to a justice. 

Asan instrument of the law I am compelled 
to pass a sentence which will be what justice 
requires, 

This is an object lesson which I wish all the 
clerks and officials of a bank would see. 

This is one of those cases which at first begins 
by borrowing and ends as this does. The les- 
son to be learned is that the first wrong step is 
the sure step on the road to ruin, 


This case began in small sums and increased 
to the sum said to be $47,000. 

Had the prisoner told the story that he now 
tells the day he jumped out of the window, it 
might have been believed. 

Since then his every act has been inconsis- 
tent. 

Many of his friends may believe his present 
statement, but a disinterested person will hard- 
ly accept it as true. 

There are many aggravated circumstances 
connected with thecase. It is undoubtedly the 
fact that he discovered that the treasurer was 
appropriating the funds of the bank. 

It has been said that he was captain of the 
ship, and the crew followed his example. 

The aggravating part is the fact that he com- 
mitted the embezzlement continually every 
day. 

I would have felt different had he when cap- 
tured admitted his guilt instead of coming home 
and after days of consideration taken the wit- 
ness stand and thrown the entire burden upon 
the treasurer, 

The dead man has enough to carry. This was 
the meanest act of the whole case. 

The prisoner's testimony to the honesty of the 
bank officials is commendable.” 

The court expressed sympathy for the family 
of the prisoner who had stuck to him. 

He said he had given the question of sentence 
much thought. 


NATIONAL CONVENTION OF CREDIT MANAGERS. 
—A convention of the credit managers of the 
United States will be held at Toledo, Ohio, June 
23 24 and 25, for the purpose of organizing a 
national organization of credit managers of all 
branches of trade and commerce—an organiza- 
tion national in scope and character, having for 
its objects: 

1. The better protection of credits. 

2. The reduction of losses from bad debts. 

3. The prevention of fraud and injustice to 
creditors. 

4. The prosecution and punishment of fraud. 

5. The reformation and improvement of our 
collection laws. 

6. The improvement of our commercial re- 
porting system. 

7. The improvement of collection methods. 

8. The improvement of present methods of 
handling bankrupt estates, etc. 

The program will be as follows: 

June 23. The convention will be called to 
order atg a. m., and, after the usual addresses 
of welcome, which will be made by men of 
national prominence, will proceed to the work 
of organization, election of permanent officers, 
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adoption of constitution and by-laws. The 
Credential Committee will be in session at the 
office of the Chamber of Commerce. The con- 
vention will be held in the National Union Audi- 
torium. At 5 p. m. visitors will be welcomed 
by the Toledo Traveling Men’s Association, who 
will keep open house and provide a musical and 
social éntertainment during the evening. 

June 24. 9 a. m. to4 p. m. Business session, 
which will also include addresses on topics of 
interest by various representative credit men. 
At 4:30 cars will be taken for a ride around the 
belt line of the Maumee & Perrysburg R. R. 
This is a ride of thirty miles through some of 
the most picturesque scenery of the country, 
passing in view of old Fort Meigs and Miami, 
and returning in time for supper, after which 
visitors will be taken to the Casino, one of 
Toledo’s most attractive resorts, where they will 
be entertained by a first-class vaudeville per- 
formance. 

June 25. The morning will be devoted to visit- 
ing such of the manufacturing establishments 
as may be of interest, returning in time for din- 
ner. At 1 p. m., steamer will be taken for 
Put-in-Bay, Lake Erie, a beautiful ride. Here 
visitors will be entertained by a grand banquet 
at the famous Hotel Victory, the largest hotel in 
the world. The convention will here be brought 
to a close. 

The objects which the proposed organization 
sets out to accomplish are of the highest impor- 
tance and the formation of a national organiza- 
tion, with local co-operative branches all over 
the country, will put the vast credit-extending 
class in the best possible position for effective 
work and the accomplishment of beneficial re- 
sults. 


THE SCRUTINY OF LOANs.—The latest number 
of the ‘“‘Bond Record” contains an article by W. 
C. Cornwell, President of the City Bank of 
Buffalo, enticdled ‘‘The Perishable Character of 
Bills Discounted.” Concerning the care exer- 
cised by some institutions Mr. Cornwell says: 
‘In looking after the discount department many 
banks take up for daily scrutiny all loans made 
the day previous. I know of one institution 
where a meeting of the active officers is held 
each morning. Every dollar discounted the 
day previous is gone over and the lines and con- 
ditions of the customers for whom such dis- 
counts have been made are carefully weighed. 
The paper falling due for the day is also looked 
over and decision made as to whether renewals 
shall be granted, if asked. All new applications 
for loans are considered, the credit department 
having previously taken the matter up and 
turned in all information obtainable on the sub- 
ject. In addition to this all subjects of import- 
ance, coming up in the various departments of 
the bank, are brought before the meeting and 
discussed. The facts brought out and conclu- 
sions arrived at at each meeting are taken down 
by a stenographer. Every subject is numbered 
and indexed, and the whole forms a valuable 
file—all unfinished matter being followed up 
until complete. The credit department in this 
bank is constantly at work obtaining informa- 
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tion as to dealers who discount with the bank 
and also as to those to whom they sell. This is 
done not only through the mercantile agencies, 
from whom thousands of reports are received, 
but also by correspondence with banks and 
others. All data is kept on file for instant re- 
ference, and information is being added daily. 
Such infinite care may seem uanecessary to out- 
siders, but to the bank manager, who is con- 
versant with the perishable character of the 
wares which he is handling, it will commend 
itself as essential in bringing about a minimum 
of loss.” 


NATIONAL SAFETY PAPER.—George La Monte, 
sole manufacturer of ‘‘National Safety Paper,” 
tort and 103 Fulton Street, New York, announces 
that the ‘‘National Safety Paper” is made by 
only One concern in the world, from a formula 
which is known only to the manufacturers; that 
others may use a similar mechanical process 
but they cannot produce a paper that is chemi- 
cally the same; the name ‘‘National Safety” has 
for twenty-five years been a guarantee of the 
best protection known. Customers and banks 
generally are warned not to accept any paper as 
genuine that does not contain the patented 
trade marks, ‘‘ National Safety Paper’ and 
‘‘La Monte.” 


WEEKLY MARKET LETTER. 


Criapp & Co., Mitts Buitpine, N. Y. 


NEW YORK, THURSDAY, June 18, i896. 


FINANCIAL OUTLOOK. 


Great causes continually exploit themselves 
through a personality. Hero or martyr it mat- 
ters little if the abstract becomes thereby the 
concrete. The stone rejected by the builders 
of one period becomes the key to the arch when 
a changed opinion seeks expression. ‘‘Protec- 
tion as a Right and Duty” changes thus from a 
twilight dream to mid-day action. The people 
find in a trusted leader a way to turn faith into 
facts, principle into prosperity. Patriotism be- 
comes a whirlwind in convention week and 
manifest destiny looms up a giant wrapped in 
colors of red, white and blue. 

Srraws—Merchandise passing through St. 
Mary’s Canal increased in iron ore from 1,235,- 
122 tons in 1885, to 8,062,209 tons in 1896. 
Lumber from 127,984,000 M feet to 740,700,000 
M feet. Coal from 894,991 tons to 2,574,362 
tons. Flour from 1,440,093 barrels to 8,902,302 
barrels. Wheat from 15,274,213 bushels to 46,- 
218,250. The appropriations of the last session 
of congress aggregated $515,759,820. Enthus- 
iasts are now talking of the near day when light, 
heat and power will be as cheap as water, and 
the city streets exceed the country for noiseless 
ease and purity of air and life. The St. Louis 
Convention seems sure to adopt a platform sup- 
porting our present monetary system. 





CURRENT NEWS ANP TOPICS. 


STOCKS AND BONDS. 


Bonps—The inquiry for bonds is better. The 
idle and hoarded money may now appear as 
rapidly as this administration’s methods disap- 
pear, and faith in the incoming officials re- 
appears. 

RalLway SrockKs—The Southern Pacific’s 
comptroller said that road earned 3.327 cents 
per ton per mile in 1875; in 1885 it had been re- 
duced to 2.044 cents, and in 1895 it was 1.260. 
The ton miles per mile of road increased 50 per 
cent. in same time. 

Comparison of U. S. railway growth and 
prices in 1876 and 1896, from ‘‘Railway Age”: 

See table next column. 

128 railroads in May earned $37,524,386, 
against $39,067,824 taken by 143 roads control- 
ling about same mileage in 1892. For first five 
months of 1896 the record of about same mile- 
age is $189,758,648 against about $204,126,116 
in 1893 and about same last year and about 4 per 
cent more than in 1894. The receipts of all 
grains at 1o principal western points for five 
months of 1896, including flour reduced, was 
over 188,834,629 bushels, against 131,937,063 
bushels the same time last year. Last week’s 
grain deliveries in Chicago were 4,279,000 bush- 
els against 5,850,000 bushels for week ending 
June 6, and nearly 80 per cent larger than tor 
the second week in June of either 1894 or 1895. 
Recent earnings of leading railways, such as 
St. Paul, Northwestern, Burlington, Rock Is- 
land, Louisville, Southern, Atchison and Mis- 
souri Pacific, are sufficient to cause a good 
advance in Wall Street. Some Western roads 
have recently reduced rates on provisions below 
live stock rates and otherwise violated the Inter- 
state Commerce Act. The general market has 
gained strength on sound money principles in 
Convention and adjournment of Congress, 
where the Senate appeared to tag a free silver 
label to all legislation. Money was never 
cheaper in Europe, or the spirit of speculation 
greater in all sorts of properties, except food 
stuffs and the American products of our print- 
ing presses. A radical improvement is looked 
for as we re-enter Republican methods. About 
the only business that has been highly remun- 
erative since November 1892, has been receiv— 
erships. 

INDUSTRIALS—The Cuban war and European 
sugar appears to be costing the United States 
more money than it pays for administering the 
Wilson bill. Europe had 2,028,856 acres in 
sugar beets in 1895, yielding 4,000,000 tons, or 
an average of 4,000 tons per acre. The United 
States had 300,000 acres in sugar cane. It is 
reported the sugar business is good enough to 
put the stock to 150. These pointers make it as 
good a sale as ever around 120. General Elec- 
tric’s recent decisions and contracts should ben- 
efit thestock. Chicago Gas maintains its po- 
sition and may be marketed whenever its tired 
holders get a chance. Leather people appear 
vigilant to crowd consumers and willing to find 
lambs to buy their stock. Tobacco methods 
are not losing their prestige. Cotton Oil may 
get plenty of low priced seed and meet with 
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low priced competitive products. Lead is re- 
ported earning good money. Industrials will 
likely have a share of any activity that comes to 
the general market. 


COTTON. 


The visible is 2,382,106 bales, and equals 
about three months’ ordinary consumption, and 
is about 50,000 bales larger than July 1, 1891. 
It then decreased to 1,682,695 bales by Septem- 
ber 1. Ninety days later it was about 4,000,000 
bales. In 1892 it decreased from 3,373,501 July 
I, to 2,610,993 bales September 1. In 1893 the 
decrease same time was from 2,929,330 to 2,- 
227,789 bales. In 1894 from 2,865,032 to 2,005,- 
504 bales. In 1895 from 3,346,854 to 2,494,738 
bales. May 2, 1896, it was 3,052,927, and has 
decreased over 100,000 bales per week to 2,382,- 
106 bales. The amount that came in sight in 
1891, from July 1 to September was 166,187 
bales, and for 1892 same time was 122,876 bales; 
in 1893 293,996 bales; in 1894 212,579 bales, and 
in 1895, 273,883 bales. Fall River and other 
mill supplies of manufactured cottons were 
never larger and prices never lower. It is 
claimed cotton cloths can be exported at 2 
cents per yard. Thepriceis now 2 7-16. Woolen 
goods are at the lowest prices ever known, and 
supplies at the maximum point, especially of 
bonded woolens, the average price of wool being 
only 13. c. per pound. Stocks of manufactured 
cottons in Europe are large. Imports of cotton 
goods show a large falling off compared with a 
year ago. Bombay and Alexandria receipts of 
cotton this season aggregate over 3,000,000 
bales of 500 pounds each. Northern spinners 
takings thus far this season have been 1,565,173 
bales against 2,024,608 last season. Southern 
mills took 771,000 bales, against 659,000 last 
season. Never did the world’s consumption of 
American cotton equal 8,500,000 bales in twelve 
months. Old crop futures are now selling in 
this market at 40 or 50 points above a parity 
with Liverpool or New Orleans. Imports from 
Liverpool now appear possible. The amount of 
cotton now coming in sight is larger than last 
season same time. We believe the consumption 
of cotton by spinners is at the minimum point; 
that Bombay and other cotton centres will prove 
to the world there never was a larger supply in 
sight of manufactured, raw and apparently 
growing cotton. The twelve cotton states now 
promise a larger yield than ever secured in 
America. August cotton recently ranged from 
7.35 to 764. Last June the average price was 
6.89; in June 1894 it was 7.14; in June 1893 it 
was 7.74; in June 1892 it was 7.53. The June 
average price for August cotton since 1891 has 
been 7.32. Several mills, North and South, 
have been closed or placed in receivers’ hands. 
The stock of raw cotton appears sufficient to 
carry the spinners tothe new crop. There ap- 
pears to be an ample supply of manufactured 
goods to last four or five months. We recall no 
maripulation like the present that did not final- 
ly prove disastrous to growers. As the con- 

sumption of cotton only begins after the product 
reaches the consumers, it is possible that cotton 
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manipulators are preparing the foundation for 
the lowest priced cotton in 1896 and 1897 ever 
known. 


WHEAT. 


The last government report was made from 
reports from 15,000 prominent millers instead 
of 5,000 country correspondents as heretofore. 
The increased acreage over 1895 was 100.8 per 
cent. winter, and 103.25 spring, or an average 
of 101.7 per cent., or 555,849 acres Over that of 
1895, reported in December at 22,477,063 winter 
and 11,570,269 spring. Average condition was 
87.6indicating a crop of 463,&95,000 bushels. 
The average indicated yield per acre for the 
past ten years of winter wheat has been 15.2 
bushels, and of spring, 15.6. The June Io, con- 
dition of spring wheat was given as 77.9, against 
71.1 June 1, 1895; of spring. wheat as 99.9 
against 97.8 June 1, 1895. The report shows a 
decrease in 8 leading winter wheat states of 
174,310 acres, and of 4 principal wheat states 
of 7,663 acres. Private reports give the Kansas 
acreage at from 2,400,000 acres to 3,500,000. 
Kansas State Assessors make the acreage 3, 100,- 
ooo. The U.S. government report claimed the 
acreage to be 2,905,000. The ‘Price Current” 
thinks the government report indicates a crop 
of 475,000,000 bushels or more, and says if this 
be correct the surplus will be ample to meet 
wants of any and all importing countries. The 
‘Daily Bulletin” forecasts a crop of 463.729,000 
bushels based on the Governmentreport. Stat- 
istician J. C. Brown makes the crop equal 453,- 
339,000 bushels. The Duluth ‘‘Commercial 
Record” and the ‘‘Daily Bulletin” each forecast 
a crop of about 475,000,000. The**Bulletin” esti- 
mates the yield in fifteen winter wheat states as 
12.9 bushels per acre, equaling 259,529,000 
bushels, against 249,139,000 bushels as per the 
government reports, based on an estimated 
acreage of 20,036,000. ‘‘Corn Trade News” 
estimates European crop will be 1,440,000,000 
bushels against 1,456,000,000 in 1895, and I,- 
488,000,000 bushels in 1894; and that the U.K. 
will grow 12,000,000 to 16,000,000 bushels more 
than in 1865, when 38,000,000 was the crop. 
France may grow 340,000,000 or about the same 
asin 1895. Spain imported in eight months 
ending April 30 only 2,376,000, bushels against 
predicted imports of 10,000,000 bushels, and 6,- 
004,000 bushels fer eight months last season 
same time. Crop prospects are reported excep- 
tionally good for Germany and Russia, and 
good for Roumania, Bulgaria and Austria- 
Hungary,and Argentine reports are favorable for 
seeding. The rye crop condition in this coun- 
try is reported as 85.2 and acreage 96.9, against 
condition of 85.7in June 1895. The Cincinnati 
‘*Price Current” says: ‘‘The government under- 
estimated the 1890 crop about 30,000,000, 1891 
about 63,000,000, 1892 about 34,000,000, 1893 
about 79.000,000, 1894 about 55,000,000,” and 
thinks the 1895 about right. or the six crops an 
aggregate of 261,000,000 bushels less than report- 
ed. Some crop reporters think the 1895 crop 
was underestimated fully 40,000,000 bushels,and 
that the last six crops grew about one average 
crop more than the government reported. Man- 
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iitoba wheat receipts in Buffalo and Boston are 
now very large. Manitoba press reports indi- 
cate good crop prospects. Primary receipts dur- 
ing the past 72 months indicate a strange dis- 
crepancy in crop report movemeuts based on 
averages. Harvesting in Eastern Europe and 
this country is earlier than usual. Where har- 
vesting is progressing reports are the quality 
good, except Indiana, Ohio, Michigan and part 
of Illinois, where reports are bad. New wheat 
arriving in St. Louis inspects contract grade. 
Southwestern millers claim the crop in Ne- 
braka. Kansas and states west of the Missouri 
River will grow 50,000,000 bushels more than 
in 1895. The demand for cash wheat has fallen 
off at all points, Futures command larger pre- 
miums, while sentiment is again growing bul- 
lish on bad crop reports from various parts of 
the world. 


CORN. 


The movementis less than generally excepted. 
A year ago large quantities of corn had to be 
hauled from one state to another. This season 
finds ample supplies in every town and hamlet, 
as corn was grown more freely in all the 
states. The export demand continues around 
the maximum point. Argentine is America’s 
largest competitor and has recently been ex- 
porting from goto 50 per cent. as much corn to 
Europe as the United States, We think it quite 
possible the exports from the 1895 crop will 
equal 4 per cent. of it. Crop reports are gen- 
erally good. Prices ordinarily are depressed to 
about the Jowest point the last of June. Ordin- 
arily, about July 1 is a good time to buy corn. 
The government reports acreage of oats 27,57I,- 
743 or 98.9 of that of 1895; condition 98.8. Ex- 
ports are about 1,500,000 bushels per week, or 
largest ever known. 


PROVISIONS. 


Receipts of hogs of late have averaged in 
Chicago about Io per cent. more than a year 
previous and weigh about I5 per cent. more. 
The shrinkage in live hogs’ values exceeds 30 
iper cent. It is said present hog values admit of 


packers making small profits. Lard is made on 
a large scale as lard hogs sell at about 25 cents 
per hundred pounds less than light weights. 
The domestic and export demand for meats is 
increasing. Foreigners appear taking lard in 
large quantities and storing it away. The aver- 
age price of provisions in Chicago never ranged 
lower. Sentiment of late among packers, ship- 
pers and provision men seems mixed. They all 
agree if the receipts of hogs fall off higher prices 
will follow, Packing at all points from March 
Ist to June 11th was 4,450,000 hogs against 4,- 
000,000 a year previous. 

Nore—Carrying charges in Chicago on cash, 
grain and provisions are: Storage on grain, Kc. 
(per bushel for each 10 days or fraction thereof; 
pork, 6 c. per bbl. per month; lard, 10 c. per 
tierce per month or fractional part thereof; ribs, 
10 c. per 100 Ibs. first month and 5 c. each suc- 
‘ceeding month, Insurance on grain varies ac- 
‘cording to location of warehouse, ordinarily 
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equals about Kc. to 3-8c. per bushel per month. 
Provisions in proportion. Customary interest 
charge 6 per cent. 
Respectfully, 
CLAPP & COMPANY. 


RESTRICTIVE INDORSEMENTS. 

THE FIRST NATIONAL BANK OF CUMBELAND, MD. 

CUMRERLAND, Md., June 12, 1896. 
To Our Correspondents: 

The courts have recently decided that a quali- 
fied or restrictive indorsement, such as ‘‘for 
collection,” or ‘‘for account of,” on checks, 
drafts, notes, or other items, is notice to the 
paying bank and relieves such indorser from 
any responsibility for irregularities in such 
paper. 

An indorsement should be an unequivoca] 
guarantee of all that precedes it, and all banks 
are equally interested in having it so under- 
stood. The New York and other Clearing 
Houses have taken action and every item must 
be free from a qualified or restrictive indorse- 
ment in order to be paid by the various banks 
or through the various Clearing Houses. 

The simple printed indorsement of checks 
and drafts by commercial firms and corpora- 
tions, such as ‘‘for deposit only . 
‘*for deposit to the credit of 
‘*for collection for account of 
or their name only; are incomplete and equally 
objectionable, and a guarantee of such incom- 
plete indorsement cannot suffice to make it 
valid. Indorsements should be made by the 
payee, or his authorized agent, in blank, or to 
the order of the bank receiving the check, and 
in writing. 

We, therefore, ask that hereafter you indorse 
all checks, drafts or collections of any kind, 
sent to us, as follows:—‘‘Pay to the order of the 
First National Bank, Cumberland, Md.”, with 
the name of your bank and cashier subscribed 
thereto; and be sure to see that any indorse- 
ments prior to your own are free from the ob- 
jections above stated. 

We shall at once adopt the unqualified form 
of indorsement and urge that you do likewise, 
so that our share may be Jone to conform to 
the requirements of the New York Clearing 
House before July 1st, and thus avoid delays in 
collection. 

Your careful attention ls respectfully re- 
quested, | ROBERT SHRIVER 

President. 
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CONDITION OF NATIONAL BANKS, MAY 7, 1896. 


Comptroller of the Currency—Form 520. TREASURY DEPARTMENT, 
Reports—6-10 ’96—5,000. t Office of Comptroller of the Currency 
No. of Banks, 3694. Washington, D.C., June 9, 1896. 
ABSTRACT of Reports made to the Comptroller of the Currency, showing the Condition of the 
National Banks in the United States at the close of business on Thursday, the 7th day of 
May 1896 
RESOURCES. 
Loans and discounts......... is ameneen sobecesdou sess Lccnenes os 
EE  cauhWunukarhemiwndes eee aint eaeeeasen pant ete sa evacednone o 12,787,531 23 
U. S. bonds to secure circulation........... nea denebeean een iiesten Gevwksenaenys 225,017,500 00 
U.S. bonds to secure U. S. deposits..........eseeeees eetecececs aviainee« 25,573,000 00 
OS Ee rer scdptisiacitesensacous an 12,491,420 00 
Premiums on U. S. bonds.... 18,875,424 94 
DUOERS, GOCUFILIOS, COC. - occ ccccccccceces Maa ine abun s $auseene eed 190,938,097 I1 
Banking house, furniture and fixtures. .............00-eseeeeeees besdtetendnces 77:975,409 98 
Other real estate and mortgages OWNEd .........ece cece cece cece ee teeneeeeeeee 7,009,127 9 
Due from national banks (not reserve agents).........eeeeceee eee ce eeeeeeeees 114,073,966 82 
Due from state banks and bankers.... ..-. . 28,285,698 2 
Due from approved reserve agents.......... ececweses's sacipuirendeeesak oeie eee 195,752,733.5 
Checks and other cash items... 12,295,435 30 
Exchanges for clearing house............ bivcuee” epascescnseus cewsinneeee seeks 85,503,719 81 
Bills of other national banks 17,183,691 00 
Fractional paper currency, nickels and cents..... 986,263 57 
Lawful money reserve in bank, viz:— 
EN eee ther tana akecscetkabesneees ecaiaaeh $105,938,.779 74 
Gold treasury certificates............+- Cceeee sseceeseee 21,383,020 00 
Gold clearing-house certificates......... pinebwesaennees 30,440,000 00 
NS ian cnn vaca deadecadessdensedsebesavencns 7,285,043 00 
Silver treasury certificates............. Peace ame kas «+ 31,512,287 00 
Silver fractional coin eats 5,814,316 48 


ai chins Kebbdcinatonamecevatessecntes «+ $202,373,446 22 
EEE ee en en ee eae jetawen 118,971,652 00 


U.S. certificates of deposit for legal tender notes 28,035,000 00 


———— 349,380,008 22 
Five per cent. redemption fund with treasurer. ...........cee cece cece eeeeeeere 9,775,475 73 


Due trom U. S, eeearer.<.ccccccccecess ibaa ktaeeneeiebaddinsatsede 1,635,392 62 


$3.377,638,822 2 


$1,970,098, 833 ob 


NE NN NS a os hese oneseeeeeee ou ses sep seeesbecceseeeeseesass eee $652,089, 750 97 
Surplus fund ¥ 247,546,067 10 
Undivided profits, less expenses and taxes paid......... ss<scbee Seeeianede de 89,378,085 39 
National bank notes issued *$201,834,295 00 
Less amount on hand.... 4,451,930 50 
Amount outstanding 

State bank notes outstanding. .........sccscccccccccscccceccceseceseces en teas 
Due to other national banks 


197,382,364 50 
60,383 50 
285,314,203 16 
157,980,455 20 
Dividends unpaid 2,069,104 OI 
Individual deposits............ Ee a aT Pye Viney meee 1,687,629,515 37 
EEO ee Pere ree ES éueneuass PRES RASS Se Oe Ree 21,015,358 71 
Deposits of U. S. disbursing officers............. chau kadeeantsatadh weeds eeaaeen 3,416,397 99 
Notes and bills rediscounted......... eckedsnks eseesac vbedepeeweeesedeessegeseen 11,563,551 93 
Bills payable............. Se She a a eee ess Kee N aN eemeeseee saad eh - 17,137,274 50 
Liabilities other than those above stated......... chante dteeenaneharenndearen sell 5,055,979 61 


suhs eaeueemneeen cba suteakniens $3,377,638,822 2 
JAMES H. ECKELS, Comptroller. 


*The amount of circulation outstanding at the date named, as shown by the books of this ine, wep Goss” 
363,327; which amount 1ncludes the notes of insolvent banks, of those in voluntary liquidation, and o 


which have deposited legal-tender notes under the acts of June 2, 1874, and July 12, 1882, for the purpose of re- 
iring their circulation. 








GEORGE LAMONTE, 
President First National Bank, Bound Brook, N. J. 


(See page 452.) 





